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CROSS REFERENCE SHEET

PART |

Item 1. Identity of Directors, Senior Management and Advisers

Not applicable.
Item 2. Offer Statistics and Expected Timetable

Not applicable.
Item 3. Key Information

See “Exchange Rates’, “Risk Factors’ and “ Selected Consolidated Financial and Operating Data’.
Item 4. Information on the Company

See “Business’, “Relationship with the ICICI Group”, “ Overview of the Indian Financial Sector” and “ Supervision and
Regulation”.

Item 5. Operating and Financial Review and Prospects

See “Management’ s Discussion and Analysis of Financial Condition and Results of Operations”.
Item 6. Directors, Senior Management and Employees

See “Management” and “Business—Employees’.
Item 7. Major Shareholdersand Related Party Transactions

See “Relationship with the ICICI Group”, “Management—Interest of Management in Certain Transactions’, “Principal
Shareholders’, “Related Party Transactions” and Note 13 to ICICI Bank’sUS GAAP Financial Statements.

Item 8. Financial | nformation

See the Report of Independent Auditors on ICICI Bank’s US GAAP Financia Statementsand ICICI Bank’sUS GAAP
Financia Statements and the notes thereto.

Item 9. The Offer and Listing
See “Nature of the Indian Securities Trading Market”.
Item 10. Additional Information

See “Exchange Controls’, “ Restriction on Foreign Ownership of Indian Securities’, “ Dividends”, “ Taxation” and
“Additional Information”.

Item 12. Description of Securities Other than Equity Securities

Not applicable.



PART 11

Item 13. Defaults, Dividend Arrearages and Delinquencies
Not applicable.

Item 14. Material Modificationsto the Rights of Security Holders and Use of Proceeds
See“Use of Proceeds’.

PART 111

Item 18. Financial Statements

See the Report of Independent Auditors on ICICI Bank’s US GAAP Financial Statements and ICICI Bank’sUS GAAP
Financia Statements and the notes thereto.

Item 19. Exhibits

See the Exhibit Index and attached exhibits, if any.



CERTAIN DEFINITIONS

In this annual report, al referencesto “we”, “our”, “us” and “ICICI Bank” areto ICICI Bank Limited. References to
“ICICI” areto ICICI Limited on an unconsolidated basis and references to the “ICICI group” and “the group” areto ICICI
Limited and its consolidated subsidiariesincluding us.



FORWARD-LOOKING STATEMENTS

We have included statements in this annual report which contain words or phrases such as“will”, “am”, “will likely
result”, “believe’, “expect”, “will continue”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate’, “seek to”, “future”’,
“objective’, “god”, “project”, “should”, “will pursue” and similar expressions or variations of such expressions, that are
“forward-looking statements’. Actual results may differ materially from those suggested by the forward-looking statements
due to certain risks or uncertainties associated with our expectations with respect to, but not limited to, our ability to
successfully implement our strategy, the market acceptance of and demand for Internet banking services, future levels of norn-
performing loans, our growth and expansion, the adequacy of our allowance for credit and investment losses, technological
changes, investment income, cash flow projections and our exposure to market risks. By their nature, certain of the market risk
disclosures are only estimates and could be materialy different from what actually occur in the future. As aresult, actual
future gains, losses or impact on net interest income could materially differ from those that have been estimated.

In addition, other factors that could cause actual resultsto differ materially from those estimated by the forward-looking
statements contained in this document include, but are not limited to: general economic and palitical conditionsin India, south
east Asig, and the other countries which havean impact on our business activities or investments, the monetary and interest
rate policies of India, inflation, deflation, unanticipated turbulencein interest rates, changesin the value of the rupee, foreign
exchange rates, equity prices or other rates or prices, the performance of the financial markets and level of Internet penetration
in Indiaand globally, changesin domestic and foreign laws, regulations and taxes, changesin competition and the pricing
environment in India, and regiona or general changesin asset valuations. For further discussion on the factors that could cause
actual resultsto differ, see the discussion under “Risk Factors’ contained in this annual report.



EXCHANGE RATES

Fluctuations in the exchange rate between the Indian rupee and the US dollar will affect the US dollar equivalent of the
Indian rupee price of the equity shares on the Indian stock exchanges and, as aresult, will affect the market price of the ADSs
in the United States. These fluctuations will also affect the conversion into US dollars by the depositary of any cash dividends
paid in Indian rupees on the equity shares represented by ADSs.

On an average annual basis, the rupee has consistently declined against the dollar since 1980. In early July 1991, the
government of India adjusted the rupee downward by an aggregate of approximately 20.0% against the dollar as part of an
economic package designed to overcome an external payments crisis.

Infiscal 2001, the rupee has declined sharply against the US dollar and other currencies as aresult of a number of factors
including rising petroleum prices and decisions by international fund and other investment managersto sell rupee assets. The
decline in the rupee caused the Reserve Bank of Indiato announce an increase inthe bank rate by 100 basis points on July 21,
2000 which led to an increase in domestic interest rates.

Thefollowing table setsforth, for the periodsindicated, certain information concerning the exchange rates between Indian
rupees and US dollars based on the noon buying rate:

Fiscal Year Period End"® Aver age®®
FO0B.... . eceeeeererenreeisese st se sttt E et e 34.35 33.47
F907 ..ottt p e sttt een 35.88 35.70
T 39.53 37.37
T 4250 42.27
2000......0c0eeeeete ittt et E e R bbb s e bRt b s antenn 43.65 43.46
2001 (through SEpteMBDEr 15).......ccceeieereeerer e 45.85 44.80
Month High Low
March 2000.......c.curureeereeereresreeereressssesssesssseeesesessssesssesssssessssessesessesssssessssessesessesssssess 43.65 4358
APFIT 2000......0c0cccecieiiesie et 4375 43.63
MY 2000.......c0eeeerererereneresenreeeresessssesssesesseessesessssssssesesseessssessesessesssssessssessesessesnnnsess 44.65 43.67
O 3112200 T 44.85 44.65
JULY 2000 eee s ssese s s sseee e ses s ssensseees 45.15 44.69
AUGUSE 2000.......0c0ueeeererenreeeresesseseeeresesseessesessssssssesssssesssssssssessesssssesssssssssssssesssssessessnss 46.05 45.15

(1) The noon buying rate at each period end and the average rate for each period differed from the exchange rates used in the
preparation of our financia statements.

(2) Representsthe average of the noon buying rate on the last day of each month during the period.

Although we have trandated certain rupee amounts in this annual report into dollars for convenience, this does not mean
that the rupee amounts referred to could have been, or could be, converted into dollars at any particular rate, the rates stated
below, or at al. Except in the section on “Nature of the Indian Securities Trading Market”, al trandations from rupeesto
dollars are based on the noon buying rate in the City of New Y ork for cable transfersin rupees at March 31, 2000. The Federal
Reserve Bank of New Y ork certifiesthis rate for customs purposes on each date the rate is given. The noon buying rate on
March 31, 2000 was Rs. 43.65 per US$ 1.00 and on September 15, 2000 was Rs. 45.85 per US$ 1.00. The exchange rates used
for convenience trandations differ from the actual rates used in the preparation of our financial statements.



RISK FACTORS

You should carefully consider the following risk factors as well as the other information contained in this annual report in
evaluating us and our business.

Risks Relating to India
A dowdown in economic growth in India could cause our businessto suffer.

Our performance and the quality and growth of our assets are necessarily dependent on the health of the overall Indian
economy. The Indian economy has grown over the past few yearswith real GDP increasing from Rs. 7,990.8 hillion (US$
183.1 hillion) in fiscal 1994 to Rs. 11,513.6 billion (US$ 263.8 hillion) in fiscal 2000. However, there was aslowdown in
industrial growth in fiscal 1997 and fiscal 1999. Industrial production in India suffered during these years as aresult of the
global downturn in commodity prices, particularly in the man-made fibers, iron and steel and textile sectors. This slowdown in
industrial growth aso had an adverse impact on manufacturing industries, including the light manufacturing industry.
Although industrial growth has recovered in fiscal 2000, any future slowdown in the Indian economy or future volatility of
global commaodity prices could adversely affect our borrowers and contractual counterparties. Thisin turn could adversely
affect our business, including our ability to grow our asset portfolio, the quality of our assets, and our ability to implement our
strategy.

Thehigh price of crude il could affect our banking business.

Indiaimports over 70% of its requirements of petroleum products. The sharp increasein global prices of these products,
such as has occurred in the past few months, could adversely impact the Indian economy in general and conseguently the
Indian banking system. Overall industrial growth could slow down which in turn could adversely affect our businessincluding
our ability to grow, the quality of our assets and our ability to implement our strategy.

A significant changein the I ndian government’ s economic liberalization and deregulation policies could disrupt our
business and cause the price of our equity sharesand our ADSs to go down.

We are an Indian company and all our operations are conducted, and almost all of our assets and customers are located, in
India. The Indian government has traditionally exercised and continues to exercise a dominant influence over many aspects of
the economy. Its economic policies have had and could continue to have a significant effect on private-sector entities,
including us, and on market conditions and prices of Indian securities, including our equity shares and our ADSs. However,
since 1991, the Indian government has adopted a policy of deregulating the domestic economy, has been opening the economy
to foreign trade and has been reforming the framework for foreign investment.

Since 1996, the government of India has changed four times. The most recent parliamentary el ections were completed in
October 1999. A codlition government led by the Bhartiya Janata Party was formed with A. B. Vgjpayee as the Prime Minister
of India. Although the Vgjpayee government has continued India s current economic liberalization and deregulation policies, a
significant change in these policies could adversely affect business and economic conditionsin Indiain general aswell as our
business, our future financia performance and the price of our equity shares and our ADSs.

Financial instability in other countries, particularly emerging market countriesin Asia, could disrupt our businessand
cause the price of our equity sharesand our ADSsto go down.

The Indian market and the Indian economy are influenced by ecoromic and market conditionsin other countries,
particularly emerging market countriesin Asia. Financial turmoil in Asia, Russiaand el sewhere in the world in recent years
had affected different sectors of the Indian economy in varying degrees. Although economic conditions are different in each
country, investors' reactions to developmentsin one country can have adverse effects on the securities of companiesin other
countries, including India. A loss of investor confidencein the financial systems of other emerging markets may cause
increased volatility in Indian financial markets and, indirectly, in the Indian economy in general. Any worldwide financia
instability could also have a negative impact on the Indian economy. Financia disruptions may happen again and could have
an adverse effect on our business, our future financial performance and the price of our equity shares and our ADSs.



Deteriorating trade deficits and economic sanctions could cause our businessto suffer and the price of our equity shares
and our ADSsto go down.

Indid strade relationships with other countries can a so influence Indian economic conditions. In fiscal 2000, India
experienced atrade deficit of Rs. 741.2 billion (US$ 17.0 billion). In fiscal 2001, so far, our trade deficit has been affected
adversely by arising oil-bill on account of higher global crude prices. If trade deficits increase or are no longer manageable,
the Indian economy, our business and the price of our equity shares and our ADSs, could be adversely affected. In May 1998,
the United States imposed economic sanctions against Indiain response to India s continued testing of nuclear devices. These
sanctions have now been partly lifted. However, we cannot be sure that these sanctions would not be reactivated or that
additional economic sanctions of this nature will not be imposed by the United States or any other country, or that such
sanctionswill not have amaterial adverse effect on our business, our future financial performance or the price of our equity
shares and our ADSs.

A significant changein the composition of the I ndian economy may affect our business.

The Indian economy isin astate of transition. The share of the services sector of total GDPisrising whilethat of the
industrial and agricultural sector is declining. It is difficult to gauge the impact of such fundamental economic changes on our
business. We cannot be certain that these changes will not have a materia adverse effect on our business.

If regional hostilitiesincrease, our business could suffer and the price of our equity sharesand our ADSs could go down.

Indiahas from time to time experienced socia and civil unrest and hostilities with neighboring countries. During May-
July 1999, there were armed conflicts over parts of Kashmir involving the Indian army and infiltrators from Pakistan into
Indian territory. India and Pakistan were in a heightened state of hogtilities with significant loss of life and troop conflicts. The
hostilities have since substantially abated. The hostilities between India and Pakistan are particularly threatening because both
Indiaand Pakistan are nuclear powers. Additionally, Pakistan experienced amilitary coup in October 1999 and has been under
military rule since that time, resulting in further tensions between India and Pakistan. Although these recent hostilities and the
change of government in Pakistan did not have an adverse impact on our business, hostilities and tensions may occur in the
future and on awider scale. These hostilities and tensions could lead to political or economic instability in India and a possible
adverse effect on our business, our future financia performance and the price of our equity sharesand our ADSs.

RisksRéatingto Our Business

Our businessisparticularly vulnerableto volatility in interest rates.

Our results of operations are substantially dependent upon the level of our net interest income. Interest rates are highly
sensitive to many factors beyond our control, including deregulation of the financial sector in India, the Reserve Bank of
India's monetary policies, domestic and international economic and political conditions and other factors. Changesin interest
rates could affect theinterest rates charged on interest-earning assets differently than the interest rates paid on interest-bearing
liabilities. Thisdifference could result in an increasein interest expense relative to interest income leading to areduction in
our net interest income.

The Reserve Bank of India has recently reversed three years of declining interest rates and, partly in response to exchange
rate volatility, announced an increase in the bank rate by 100 basis points on July 21, 2000. These increases did not affect the
financial resultsfor fiscal 2000 discussed in this annual report but can be expected to adversely affect our results during fiscal
2001. Income from treasury operationsis particularly vulnerable to interest rate volatility. Anincreasing interest rate
environment islikely to adversely affect theincome from treasury operatiors for banksin India. Furthermore, declinesin the
value of the trading portfolio in such an environment, adversely affect the income statement.

Continued interest rate increases could adversely affect our business, our future financial performance and the price of our
equity sharesand our ADSs. Volatility ininterest rates could also adversely affect our business, our future financia
performance and the price of our equity sharesand our ADSs.

We could be exposed to higher risk in the event of sudden changesin the Indian financial markets.

We are arelatively small participant in the Indian banking industry. Our limited capital base severely restricts our ability
to absorb sudden changes in the financial markets such as tightening of monetary policy, increasesin interest rates and



significant reductions in deposits. The Indian economy is prone to these sudden changes as a result of its political and
economic situation. Therefore, any sudden change in the Indian economy could have amateria adverse effect on our business
and our future financia performance and may restrict our ability to grow our business as anticipated.

Our fundingisprimarily short-term and if depositors do not roll over deposited funds upon maturity our business could be
adversely affected.

Most of our funding requirements are met through short-term funding sources, primarily in the form of depositsincluding
inter-bank deposits. However, aportion of our assets have medium or long-term maturities, creating a potential for funding
mismatches. At March 31, 2000, savings deposits and nor-interest-bearing demand deposits together constituted 21.5% of our
total depositsand 17.8% of our total liabilities. In addition, time deposits with aresidual maturity of lessthan oneyear
constituted 72.3% of our total deposits and 59.9% of our total liabilities. At March 31, 2000, loans having residua maturity of
oneyear or more constituted 11.1% of our total assets. In our experience, a substantial portion of our customer deposits has
been rolled over upon maturity and has been, over time, a stable source of funding. However, no assurance can be given that
this experience will continue. If a substantial number of our depositors do not roll over deposited funds upon maturity, our
liquidity position could be adversely affected. This could have a material adverse effect on our business, our future financial
performance and the price of our equity sharesand our ADSs.

We could be subject to volatility in income from our treasury operations.

Non-interest revenue from trading account assets (primarily government of India securities), securities and foreign
exchange transactions represented 33.7% of our net revenue for fiscal 1999 and 37.0% of our net revenue for fiscal 2000. This
treasury revenueis vul nerable to volatility in the market caused by, among other things, changesin interest rates, foreign
currency exchange rates and equity prices. Any increase in interest rates would have an adverse effect on the value of our fixed
income trading portfolio and our net interest revenue. For afuller description of the effect of an increasing interest rate
environment, see “— Our businessis particularly vulnerableto volatility in interest rates’. Any decreasein our income dueto
volatility in income from treasury operations could have amaterial adverse effect on the price of our equity shares and our
ADSs.

We have high concentrations of loansto certain customersand to certain sectorsand if any of these loanswereto become
non-performing, the quality of our loan portfolio could be adversely affected.

At March 31, 2000, our 10 largest loans, based on outstanding bal ances, totaled approximately Rs. 5.5 billion (US$ 126
million), which represented approximately 11.7% of our total loans and 48.2% of our stockholders equity. Our largest single
loan exposure, based on outstanding balances at that date, was Rs. 1020 million (US$ 23.4 million), which represented
approximately 2.2% of our total loans and approximately 9.0% of our stockholders' equity. At March 31, 2000, the largest
group of companies under the same management control accounted for approximately 2.0% of our total loansand
approximately 8.2% of our stockholders' equity. At March 31, 2000, none of our 10 largest loans based on outstanding
balances was classified as non-performing and our largest non-performing loan was our 35th largest loan overall based on
outstanding principal balance. However, if any of our ten largest loans was to become non-performing, the quality of our loan
portfolio and the price of our equity shares and our ADSs could be adversely affected.

At March 31, 2000, we had extended loans to nearly every industrial sector in India. At that date, approximately 59.2% of
our gross hon-performing loan portfolio was concentrated in three sectors: light manufacturing, textiles and iron and steel with
15.1% of our total loan portfolio being concentrated in these three sectors. Recently, these sectors have been adversely affected
in varying degrees by declining commaodity prices of man-made fibers, iron and steel and textiles, the revaluation of south-east
Asian currencies and the slowdown in industria growth in India. Industry-specific difficulties in other sectors could increase
our level of non-performing loans and adversely affect our business, our future financia performance and the price of our
equity sharesand our ADSs.

Becausetheregulationsfor the classification and treatment of non-performing loansin India are not as stringent as
regulationsin the US and other developed economies, we may classify and reserve against non-performing loans

significantly later than our counterpartsin other developed countries and we may not set aside comparable amounts of
allowancefor credit losses.

TheIndian financial systemis primarily regulated by the Reserve Bank of India. Rules and regulations relating to banks
and financia institutionsin Indiaare less restrictive than in the United States and other developed countries.
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The most significant areaisthe treatment of nonperforming loansin India. We treat loans as non-performing and place
them on anon-accrual basis (that is, we no longer recognize payments of interest unless and until payments are actually
received) when we determine that interest or principal is past due beyond specified periods or that the payment of interest or
principa isdoubtful. Under Indian practice, loans are classified as non-performing when interest or principal is past due for
180 days (typically two payments). Payments on most |oans are on aquarterly basis. Thistime period is much longer thanin
the United States and other devel oped countries where loans are generally placed on anorntaccrua basis when any payment,
including any periodic principal payment, is not paid for a 90-day period. In addition, under US GAAP, we provide for loan
losses based on our internal subjective assessment of the possibility of recovery of such loans based principally on the extent to
which we are able to capture sufficient cash flows from the borrower and secondarily on the realizable value of collateral. We
may classify and reserve against non-performing loans significantly later than they would be in other devel oped countries. As
aresult, we may not set aside comparable amounts of alowance for credit losses aswould financia irstitutionsin the United
States or other devel oped countries.

If we are unableto control and reduce the level of non-performing loansin our portfolio, our businesswill suffer.

Our gross non-performing loans represented 5.7% of our grossloan portfolio at March 31, 1999 and 3.0% at March 31,
2000. Our net non-performing loans represented 2.7% of our net loans at March 31, 1999 and 1.4% at March 31, 2000. We
cannot assure you that our provisions will be adequate to cover any further increase in the amount of non-performing loans or
any further deterioration in our norperforming loan portfolio. Although we believe that our alowance for loan lossesis
adequate to cover all known lossesin our portfolio of assets, the level of our non-performing loansis higher than the average
percentage of non-performing loans in the portfolios of banksin more devel oped countries. In absolute terms, our gross nor-
performing loans actually decreased by Rs.195 million (US$ 4 million) or 12.1% in fiscal 2000 whereas the same had grown
by Rs. 1,009 million (US$ 23 million) or 167.1% in fiscal 1999. As a percentage of net oan, net non-performing loans
decreased to 1.4% at year end fiscal 2000 from 2.7% at year end fiscal 1999 and 1.4% at year end fiscal 1998. Also, at March
31, 2000, 3.5% of our gross directed lending loan portfolio was non-performing compared to 4.7% at March 31, 1999, 4.4% at
March 31, 1998 and 1.7% at March 31, 1997. Under directed lending regulationsin India, we are required to lend 40.0% of our
net bank credit to priority sectors, including, among others, small-scale industries, the agriculture sector and small businesses,
and lend 12.0% of our net bank credit in the form of export credit. We may experience asignificant increase in nor-
performing loansin our directed lending portfolio because economic difficulties are likely to affect these borrowers more
severely and we are less able to control the quality of this portfolio.

A number of factorswhich are not in our control will likely affect our ability to control and reduce non-performing loans,
including devel opmentsin the Indian economy, movementsin global commodity markets, global competition, interest rates
and exchange rates. Although we are increasing our efforts to improve collections and to forecl ose on existing non-performing
loans, as discussed below, we may not be successful in our efforts and the overall quality of our loan portfolio may deteriorate
in the future. Our recent entry into the credit card business and our upcoming entry in theauto loan and home mortgage loan
business during fiscal 2001 may cause our non-performing loans to increase and the overall quality of our loan portfolio to
further deteriorate. If we are unable to control and reduce our non-performing loans, we may be unable to execute our business
plan as expected and that could adversely affect the price of our equity shares and our ADSs. Further, our growth-oriented
strategy hasinvolved asignificant increase in our loan portfolio in recent years which could result in additional non-
performing loans.

On July 21, 2000, the Reserve Bank of Indiaannounced an increase in the bank rate of 100 basis pointsin response to
pressure on the exchange value of the rupee. Thereisarisk that the increase in domestic interest rates, and the impact of the
sharp increasein the price of oil on the Indian economy, could increase our non-performing loans during fiscal 2001.

If we are unableto improve our allowancefor credit losses as a percentage of non-performing loans, the price of the equity
sharesand the ADS could go down.

Our alowance for credit losses represented 52.8% of our gross non-performing loans at March 31, 2000 compared to
54.6% at March 31, 1999. Although we believe that our allowance for credit losses is adequate to cover all known lossesin our
asset portfolio and isin accordance with US GAAP, we cannot assure you that our alowance will be adequate to cover any
further deterioration in our non-performing loan portfolio. In the event of any further deterioration in our non-performing loan
portfolio, there will be an adverse impact on our net income.
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We may be unable to foreclose on our collateral when borrowers default on their obligationsto uswhich may resultin
failureto recover the expected value of collateral security exposing usto a potential loss.

Our loan portfolio consists primarily of working capital loansthat are typically secured by afirst lien on inventory,
receivables and other current assets. In some cases, we may take further security of afirst or second lien on fixed assets, a
pledge of financial assets like marketable securities, corporate guarantees and personal guarantees.

In India, foreclosure on collateral generally requires awritten petition to an Indian court. An application, when made, may
be subject to delays and administrative requirements that may result in, or be accompanied by, a decrease in the value of the
collateral. These delays can last for up to several years leading to deterioration in the physical condition and market val ue of
the collateral. Collateral, consisting of inventory and receivables, is particularly likely to decrease in value dueto any delay in
enforcement. In the event a borrower makes an application for relief to a specialized quasi-judicia authority called the Board
for Industrial and Financial Reconstruction, foreclosure and enforceability of collateral is normally stayed.

We cannot guarantee that we will be able to realize the full value on our collateral, due to, among other things, delays on
our part in teking immediate action, delays in bankruptcy foreclosure proceedings, defects in the perfection of collateral and
fraudulent transfers by borrowers. We may also face problemsin realizing the full value of any fixed assets in which we have
only asubordinated or second lien security interest if the party having the first lien security interest has already partly or fully
realized the value of this collateral.

Additionally, we are amember of a consortium of banks for which we are not the lead lender for 6, or 27.4% of our nort
performing loans, including, five of our top ten non-performing loans. Accordingly, we do not control the negotiation,
restructuring or settlement of these loans and may not be able to enforce these obligations on the most advantageoustermsto
us. A failure to recover the expected value of collateral security could expose usto apotential 1oss, which could reduce the
value of our stockholders' equity and adversely affect our business.

We face greater credit risks than banksin more developed countries.

Our principal businessis providing financing to our clients, virtualy all of whom are based in India. Our loansto middle
market companies can be expected to be more severely affected than loans to large corporations by adverse developmentsin
the Indian economy due to their generally weaker financial position. In al of these cases, we are subject to the credit risk that
our borrowers may not pay usin atimely fashion or at all. The credit risk of all our borrowersis higher than in other devel oped
countries due to the higher uncertainty in our regulatory, political and economic environment and difficulties that many of our
borrowers face in adapting to instability in world markets and rapid technological advances taking place across the world.
Unlikein most other devel oped countries, we are required to do directed lending to certain sectors specified by the Reserve
Bank of India. For afurther discussion of the Reserve Bank of Indiaregulations applicable to Indian commercial banks see,
“Supervision and Regulation”. These sectors generally have greater credit risks than our normal lending business. Higher
credit risk may expose us to potential losses which would adversely affect our business, our future financia performance and
the price of our equity sharesand our ADSs.

We are subject to the control of | CICl and could be subject to the control of other shareholders.

Although ICICI owns 62.2% of our outstanding equity shares, itsvoting power islimited due to Indian regulations that
require that holders of 10.0% or more of abank’ s outstanding equity shares may only vote 10.0% of the outstanding equity
shares. Dueto thisvating restriction, and the fact that no other shareholder owns 10.0% or more of our outstanding equity
shares, ICICI currently effectively controls 24% of the voting power of our outstanding equity shares. For a more complete
description of thisvoting restriction, see “ Relationship with the ICICI Group — Capital, Dividend and Voting Limitations’.

Under the terms of our organizational documents, ICICI is entitled to appoint one third of the members of our board of
directors, including the Executive Chairman and Managing Director of our board. ICICI is also permitted to vote on the
appointment of the remaining members of our board. ICICI has appointed two directors to our current eight member board.
Accordingly, ICICI may be able to exercise effective control over our board and over matters subject to a sharehol der vote.

Additionally, because of the limited voting power of ICICI, it is possible that a consortium of shareholdersthat acquiresa

portion of our outstanding equity shares could effectively control us. If such shareholders decide to significantly alter our
business plan and change or terminate our relationship with the ICICI group, it could have an adverse effect on the price of our
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equity shares and our ADSs. Under the current regulations, the approval of the Reserve Bank of Indiais required before we
can register the transfer of sharesfor an individual or group which acquires 5.0% or more of our total paid up capital.

The conversion of I CICI into a bank could impact the price of our equity sharesand our ADSs.

Theregulatory situation in Indiathat governs our relationship with our parent company, ICICI, isin astate of flux. Under
current guidelines, ICICI may not convert to bank status and is required to reduce its ownership interest in us to no more than
40.0% at some point in the future. Theissue of universal banking, which in the Indian context meanscombining commercial
banks and long-term devel opment financial institutions, has been discussed at length over the past few years. Inits monetary
and credit policy for fiscal 2001, the Reserve Bank of India announced that it would consider proposals from devel opment
financial ingtitutions, like ICICI, who wish to transform themsel ves into banks on a case-hy-case basis. |CICI and ICICI Bank
are exploring arange of possible options should the regulatory situation change. In thisregard, ICICI has had several
exploratory discussions with the regulators. It isonly after satisfactory resolution of various regulatory issues including that of
theimposition of the statutory liquidity ratio , the cash reserve ratio and priority sector lending that aview can be taken on the
future course of action. In the meantime, this state of flux and the uncertainty it causes may impact the price of our equity
shares and our ADSs.

Wework closely with I CICI and conflicts of interest with I CICI or the deterioration of our relationship with 1CICI could
adversely affect our business.

We offer products and services which largely complement the product and services offered by 1CICI and other ICICI
group members. We seek to take advantage of the customer relationships of the ICICI group. Because both ICICI and we are
offering some similar financia products and services, there may be conflicts of interest between ICICI and us that could
adversely affect our business and the price of our equity shares and our ADSs. Thereisarisk that ICICl may make business
decisionswhich areto its advantage or the advantage of other group companies at our expense. For example, ICICI may
choose to enter or increase its presencein certain markets in which we operate.

Any deterioration in the financial condition of our parent company, 1 CI Cl, could adversely impact our business.

We fund our business operations independently of ICICI and our business strategy and the execution of that strategy is
independent from the business and strategy of ICICI. However, any deterioration in ICICI’ sfinancia condition may adversely
impact the ICICI brand name and, indirectly, our reputation and affect the confidence of our customersin us. A reductionin
consumer confidence could affect our ability to raise deposits from and make loans to customers and adversely impact our
business and our future financia performance.

I f we are unableto manage our rapid growth, our business could be disrupted and the price of the equity shares and the
ADSs could go down.

Since our inception in 1994, we have experienced rapid growth. Our asset growth rate has been significantly higher than
the Indian GDP growth rate over the last five fiscal years. Our balance sheet growth was 78.5% in fiscal 1998, 112.1% in fiscal
1999 and 71.0%in fiscal 2000. We expect to continue to implement a strategy of aggressive growth in our loans and deposits.
Our growth is expected to place significant demands on our management and other resources and will require us to continue to
develop and improve our operational, credit, financial and other internal risk controls. This growth will also provide challenges
in our effort to maintain and improve the quality of our assets. Our inability to manage our growth effectively could have a
material adverse effect on our business, our future financia performance and the price of our equity shares and our ADSs.

The success of our I nternet banking strategy will depend, in part, on the devel opment of the new and evolving market for
Internet banking in India.

We have offered Internet banking servicesto our customers since October 1997, although there are currently low volumes
of such transactions being conducted in India. At March 31, 2000, we had approximately 110,000 Internet accounts. The
demand and market acceptance for Internet banking are subject to ahigh level of uncertainty and are substantially dependent
upon the adoption of the Internet for general commerce and financia servicestransactionsin India. In 1999, there were
approximately 0.8 million Internet usersin Indiaand approximately 129 Internet service providers. The International Data
Corporation estimated in 1999 that the number of Internet userswill increase to 4.5 million by 2002 and 12.3 million by 2005.
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Many of our existing customers and potential customers have only avery limited experience with the Internet asa
communications medium. In order to redlize significant revenue from our Infinity services, we will have to persuade our
customersto conduct banking and financial transactions through the Internet. In addition, the cost to Indian consumers of
obtaining the hardware, software and communications links necessary to connect to the Internet istoo high to enable many
peoplein Indiato afford to use these services at thistime. Although relevant legidation has been introduced by the
government of India, critical issues concerning the commercial use of the Internet, such as security, legal recognition of
electronic records, validity of contracts entered into online and the validity of digital signatures, remain unresolved and may
inhibit growth. If Internet banking does not continue to grow or grows slower than expected, we will not be able to meet our
projected earnings and growth strategy related to our Internet banking business.

The success of our | nternet banking strategy will depend, in part, on the development of adequateinfrastructure for the
Internetin India.

The Internet may not be accepted as a viable commercia marketplace in Indiafor a number of reasons, including
inadequate devel opment of the necessary network infrastructure. There can be no assurance that the Internet infrastructurein
Indiawill be able to support the demands of its anticipated growth. Inadequate infrastructure could result in slower response
times and adversely affect usage of the Internet generaly. If the infrastructure for the Internet does not effectively support
growth that may occur, we will not be able to execute our growth strategy related to our Internet banking business.

I f we are unable to succeed in our new business areas, we may not be able to execute our growth strategy.

We have recently launched severa Internet banking products for our retail and corporate customersincluding online bill
payments and online account opening. We have also recently entered the Indian credit card market and started offering mobile
phone banking services. ICICI group aso intends to provide online brokering services. We provide online integration between
the customer’ s depositary share account and bank account with us and securities brokerage account with ICICI Web Trade
Limited. We expect to offer auto loans and home mortgage loans that qualify as priority sector lending and distribute life
insurance products proposed to be offered by the ICICI group to our customers. We intend to continue to explore new business
opportunitiesin both retail and corporate banking. We cannot assure you that we have accurately estimated the relevant
demand for these new banking products or that we will be able to master the skills and management information systems
necessary to successfully manage our new products and services. Our inability to grow in new business areas could adversely
affect our future financia performance and the price of our equity shares and our ADSs.

Material changesin the regulationswhich govern us could cause our businessto suffer and the price of our equity shares
and our ADSsto go down.

Banksin Indiaoperate in a highly regulated environment in which the Reserve Bank of India extensively supervises and
regulates banks. Our business could be directly affected by any changesin policies for banksin respect of directed lending and
reserve requirements. In addition, banks are generally subject to changesin Indian law, aswell asto changesin regulation and
governmental policies, income tax laws and accounting principles. We cannot assure you that laws and regul ations governing
the banking sector will not change in the future or that any changes will not adversely affect our business, our future financial
performance and the price of our equity sharesand our ADSs.

Our businessis very competitive and our growth strategy depends on our ability to compete effectively.

Interest rate deregulation and other liberalization measures affecting the Indian banking sector have increased competition.
Thisliberalization process has led to increased access for our customersto alternative sources of funds, such as domestic and
foreign commercia banks and the domestic and international capital markets. Our corporate and retail lending business will
continue to face competition from Indian and foreign commercia banks and non-banking finance companies. In addition, we
will face increasing competition for deposits from other banks, nortbanking entities like mutual funds and non-banking
finance companies. Our future success will aso depend upon our ability to compete effectively with these entities, including
the public sector banks, which may have significantly greater resources than us. Our business could also be affected by the
increasing use of technology by our competitors. Competition may also increase significantly with greater deregulation of the
Indian banking industry. Due to competitive pressures, we may be unable to successfully execute our growth strategy and offer
products and services at reasonable returns and this may adversely impact our business and our future financial performance.
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We face risks associated with potential strategic partnershipsor other ventures, including whether any such transactions
can be completed and whether the other party can beintegrated with our business on favorable terms.

We may seek opportunities for growth through future acquisitions, investments, strategic partnerships or ventures. Any
such future transactions may involve a number of risks, including increased costs, diversion of our management’ s attention
required to integrate the acquired business and the failure to retain key acquired personnel and clients, some or all of which
could have an adverse effect on our business.

If we are unableto adapt to the rapid technological changes, our business could suffer.

Our successwill depend, in part, on our ability to respond to technological advances and emerging banking industry
standards and practices on a cost-effective and timely basis. The development and implementation of such technology entails
significant technical and business risks. There can be no assurance that we will successfully implement new technologies
effectively or adapt our transaction-processing systems to customer requirements or emerging industry standards. If we are
unable, for technical, legal, financial or other reasons, to adapt in atimely manner to changing market conditions or customer
requirements, our business and our future financial performance could be materialy adversely affected.

Significant security breaches and fraud could adversely impact our business.

We seek to protect our computer systems and network infrastructure from physical break-ins as well as security breaches
and other disruptive problems caused by our increased use of the Internet. Computer break-ins and power disruptions could
affect the security of information stored in and transmitted through such computer systems and network infrastructure. We
employ security systems, including firewalls and password encryption, designed to minimize the risk of security breaches.
Though, we intend to continue to implement security technology and establish operational procedures to prevent break-ins,
damage and failures, there can be no assurance that these security measures will be successful. A significant failure of security
measures could have amateria adverse effect on our business and our future financial performance.

Our business operations are highly transaction-oriented. Although we take adequate measures to safeguard against fraud,
there can be no assurance that we would be able to prevent fraud. Our reputation could be adversely affected by significant
fraud committed by employees or outsiders.

RisksRelating to the ADSs and Equity Shares

You will not be able to vote your ADSs.

Holders of ADSs have no voting rights unlike holders of the equity shares who have voting rights. The depositary
exercisesitsright to vote the equity shares represented by the ADSs as directed by our board of directors. If you wish, you
may withdraw the equity shares underlying the ADSs and seek to vote the equity shares you obtain upon withdrawal.
However, for foreign investors, this withdrawal process may be subject to delays. For adiscussion of the legal restrictions
triggered by awithdrawal of the equity shares from the depositary facility upon surrender of ADSs, see “Restriction on
Foreign Ownership of Indian Securities.”

Your ability to withdraw equity shares from the depositary facility is uncertain and may be subject to delays.

India s restrictions on foreign ownership of Indian companies limit the number of shares that may be owned by foreign
investors and generally require government approval for foreign ownership. Investors who withdraw equity shares from the
depositary facility are subject to Indian regulatory restrictions on foreign ownership upon withdrawal. It is possible that this
withdrawal process may be subject to delays. For adiscussion of the legal restrictions triggered by awithdrawal of equity
shares from the depositary facility upon surrender of ADSs, see “ Restriction on Foreign Ownership of Indian Securities’.

Your ability to sell in India any equity shares withdrawn from the depositary facility may be subject to delaysif specific
government approval isrequired.

Investors seeking to sell in India any equity shares withdrawn upon surrender of an ADS will require Reserve Bank of
Indiaapproval for each such transaction unless the sale of such equity sharesis made on astock exchange or in connection
with an offer made under the regulations regarding takeovers. If approval is required, we cannot guarantee that any approval
will be obtained in atimely manner or at all. Because of possible delays in obtaining requisite approvals, investorsin equity
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shares may be prevented from realizing gains during periods of priceincreases or limiting losses during periods of price
declines.

You are unableto withdraw and redeposit sharesin the depositary facility.

Because of certain Indian legal restrictions, the supply of ADSs may be limited. The only way to add to the supply of
ADSs will be through a primary issuance because the depositary is not permitted to accept deposits of outstanding equity
shares and issue ADSs representing such shares. Therefore, an investor in ADSs who surrenders an ADS and withdraws equity
sharesis not permitted to redeposit his equity sharesin the depositary facility. In addition, an investor who has purchased
equity sharesin the Indian market is not able to deposit them in the ADS program. The inability of investors to withdraw from
and re-enter the depositary facility may adversely affect the market price of our ADSs.

USinvestors may be subject to materially adverse tax consequencesif we are a passive foreign investment company.

Based upon proposed Treasury regulations, which are proposed to be effective for taxable years after December 31, 1994,
we do not expect to be considered a passive foreign investment company. In general, aforeign corporation is apassive foreign
investment company for any taxable year in which (i) 75.0% or more of its grossincome consists of passive income (such as
dividends, interest, rents and royalties) or (ii) 50.0% or more of the average quarterly value of its assets consists of assetsthat
produce, or are held for the production of passiveincome. We have based our expectation that we are not apassive foreign
investment company on, among other things, provisionsin the proposed regulations that provide that certain restricted reserves
(including cash and securities) of banks are assets used in connection with banking activities and are not passive assets, aswell
asthe composition of our income and our assets from time to time. Since there can be no assurance that the proposed
regulations will be finalized in their current form and the composition of our income and assets will vary over time, there can
be no assurance that we will not be considered a passive foreign investment company for any fiscal year. If we are a passive
foreign investment company at any time that you own ADSs and you are a US person, you may be subject to materialy
adverse US tax consequences. See “ Taxation — United States Taxation — Passive Foreign Investment Company Rules’.

Conditionsin the Indian securities market may affect the price or liquidity of the equity shares and the ADSs.

The Indian securities markets are smaller and more volatile than securities markets in more devel oped economies. The
Indian stock exchanges have in the past experienced substantial fluctuationsin the prices of listed securities and the price of
our stock has been especially volatile. In 1999, our stock price on the The National Stock Exchange of India Limited (NSE)
ranged from ahigh of Rs. 75.00 (US$ 1.72) in December 1999 to alow of Rs. 20.75 (US$ 0.48) in February 1999. From
January 1, 2000 to March 31, 2000, our stock price on the NSE, reached a peak of Rs. 275 (US$ 6.30) and alow of Rs. 66.00
(US$ 1.52). At March 31, 2000 our stock price on the NSE was Rs. 267.05 (US$ 6.12) and our ADS price was US$ 14.625 on
the NY SE.

Indian stock exchanges have a so experienced problems that have affected the market price and liquidity of the securities
of Indian companies. These problems have included temporary exchange closures, broker defaults, settlement delays and
strikes by brokers. The Stock Exchange, Mumbai, formerly known asthe Bombay Stock Exchange or the BSE, was closed for
three daysin March 1995 following a default by a brokerage house. In addition, the governing bodies of the Indian stock
exchanges have from time to time imposed restrictions on trading in certain securities, limitations on price movements and
margin requirements. Further, from time to time, disputes have occurred between listed companies and stock exchanges and
other regulatory bodies, which in some cases may have had a negative effect on market sentiment. Similar problems could
happen in the future and, if they did, they could affect the market price and liquidity of our equity shares and our ADSs.

Because of our closerelationship with ICICI, volatility in the price of ICICI shares could affect the price of our equity
shares and our ADSs.

Thereisalimited market for the ADSs.

Even though our ADSs are listed on the New Y ork Stock Exchange, we cannot be certain that any trading market for our
ADSswill develop or be sustained. We cannot guarantee that a market for the ADSs will continue.
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Settlement of trades of equity shares on Indian stock exchanges may be subject to delays.

The equity shares represented by our ADSs are listed on the Calcutta, Delhi, Madras and Vadodara Stock Exchanges, the
BSE and the NSE. Settlement on these stock exchanges may be subject to delays and an investor in equity shareswithdrawn
from the depositary facility upon surrender of ADSs may not be able to settle trades on such stock exchangesin atimely
manner.

Asaresult of Indian government regulation of foreign ownership, the price of the ADSs could go down.

Foreign ownership of Indian securitiesis heavily regulated and is generally restricted. ADSsissued by companiesin
certain emerging markets, including India, may trade at a discount or premium to the underlying equity shares, in part because
of the restrictions on foreign ownership of the underlying equity shares.

Your holdings may be dil uted by additional issuances of equity by usand any dilution may adversely affect the market price
of our ADSs.

Any future issuances of equity by uswill dilute the positions of investorsin our ADSs and could adversely affect the
market price of our ADSs. Although we do not anticipate issuing additional equity in the immediate future, thereisarisk that
our continued rapid growth could require usto fund this growth through additional equity offerings. Our recently approved
employee stock option plan could lead to the issuance of up to 5.0% of our issued equity shares.

You may be unable to exercise preemptive rights available to other shareholders.

A company incorporated in India must offer its holders of equity shares preemptive rights to subscribe and pay for a
proportionate number of sharesto maintain their existing ownership percentages prior to the issuance of any new equity
shares, unless these rights have been waived by at least 75.0% of the company’ s shareholders present and voting at a
shareholders' general meeting. USinvestorsin our ADSs may be unable to exercise preemptive rights for our equity shares
underlying our ADSs unless aregistration statement under the Securities Act is effective with respect to such rights or an
exemption from the registration requirements of the Securities Act is available. Our decision to file aregistration statement
will depend on the costs and potential liabilities associated with any such registration statement aswell asthe perceived
benefits of enabling USinvestorsin our ADSs to exercise their preemptive rights and any other factors we consider
appropriate at the time. We do not commit that we would file aregistration statement under these circumstances. If we issue
any such securitiesin the future, such securities may be issued to the depositary, which may sell such securitiesin the
securities marketsin Indiafor the benefit of the investorsin our ADSs. There can be no assurance as to the value, if any, the
depositary would receive upon the sale of these securities. To the extent that investorsin our ADSs are unable to exercise
preemptive rights, their proportional interestsin us would be reduced.

Because the equity sharesunderlying our ADSs are quoted in rupeesin I ndia, you may be subject to potential losses arising
out of exchange raterisk on the Indian rupee and risks associated with the conversion of rupee proceedsinto foreign
currency.

Investors will be subject to currency fluctuation risks and convertibility risks since the equity shares are quoted in rupees
on the Indian stock exchanges on which they are listed. Dividends on the equity shareswill aso be paid in rupees, and then
converted into US dollarsfor distribution to ADS investors. Investors that seek to convert the rupee proceeds of a sale of
equity shares withdrawn upon surrender of ADSs into foreign currency and export the foreign currency will need to obtain the
approval of the Reserve Bank of Indiafor each such transaction. In addition, investors that seek to sell equity shareswithdrawn
from the depositary facility will have to obtain approval from the Reserve Bank of India, unless the sale is made on a stock
exchange or in connection with an offer made under the regulations regarding takeovers. Holders of rupeesin Indiamay al so
generaly not purchase foreign currency without general or specia approval from the Reserve Bank of India

On an average annual basis, the rupee has declined against the US dollar since 1980. As measured by the Reserve Bank of
India sreferencerate, the rupeelost approximately 28.4% of its value against the US dollar in the last four years, depreciating
from Rs. 35.68 per US$ 1.00 at August 30, 1996 to Rs. 45.80 per US$ 1.00 at August 31, 2000. At March 31, 2000, the
Reserve Bank of India s referencerate was Rs. 43.65 per US$ 1.00. In addition, in the past, the Indian economy has
experienced severe foreign exchange shortages, creating future potential decline in the value of the rupee. In 1991, the
government of India obtained substantial foreign financia assistance, including a US$ 2.3 hillion standby arrangement with
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the International Monetary Fund, in order to avert difficultiesin servicing India s external debt. India s foreign exchange
reserves have since increased and were US$ 35.6 billion at September 1, 2000.

You may be subject to I ndian taxes arising out of capital gains.

Generdly, capital gains, whether short-term or long-term, arising on the sale of the underlying equity sharesin Indiaare
subject to Indian capital gainstax. For the purpose of computing the amount of capital gains subject to tax, Indian law
specifiesthat the cost of acquisition of the equity shares will be deemed to be the share price prevailing on the BSE or the NSE
on the date the depositary advises the custodian to redeem receiptsin exchange for underlying equity shares. The period of
holding of such equity shares, for determining whether the gain islong-term or short-term, commences on the date of the
giving of such notice by the depositary to the custodian. Investors are advised to consult their own tax advisers and to consider
carefully the potential tax consegquences of an investment in our ADSs.

There may be less company information availablein I ndian securities markets than securities marketsin devel oped
countries.

There isadifference between the level of regulation and monitoring of the Indian securities markets and the activities of
investors, brokers and other participants and that of marketsin the United States and other developed economies. The
Securities and Exchange Board of Indiais responsible for improving disclosure and other regulatory standards for the Indian
securities markets. The Securities and Exchange Board of India hasissued regulations and guidelines on disclosure
requirements, insider trading and other matters. There may, however, be less publicly available information about Indian
companiesthanis regularly made available by public companies in developed economies.
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RELATIONSHIPWITH THE ICICI GROUP
Generdl

TheICICI group isadiversified financial services group organized under the laws of India. The ICICI group includes
ICICI, the parent company and its subsidiaries. These companies conduct commercia banking, investment banking, venture
capital, information technology, Internet-based stock trading and retail banking activities. ICICI is one of the largest of all
Indian financid institutions, banks and finance companiesin terms of assets. |CICI has close relationships with a client base of
over 1,000 Indian companies, agrowing baseof 3.7 million retail bond customers and a strong pool of experienced and
talented professionals. The ICICI group’ s retail products include retail deposits, retail bonds, home mortgage loans and auto
loans and other consumer finance products and services. In fiscal 2000, the ICICI group had consolidated net income of Rs.
9.3 hillion (US$ 214 million). At March 31, 2000 the ICICI group had consolidated assets of Rs. 780.7 hillion (US$ 17.9
billion) and consolidated stockholders' equity of Rs. 70.9 billion (US$ 1.6 hillion).

Most of the activities of the ICICI group are carried out through the parent company, ICICI, which islisted on the New
York Stock Exchange (symbol: 1C). ICICI accounted for over 82.2% of the consolidated assets at year-end fiscal 2000 and
76.3% of the consolidated net income for fiscal 2000. We are the largest subsidiary in the ICICI group, accounting for 16.7%
of the consolidated assets at year-end fiscal 2000 and 15.0% of the consolidated net income for fiscal 2000.

Capital, Dividend and Voting Limitations

Under the conditions of the commercial banking license granted to ICICI in 1994 to establish us, there must be an arms
length relationship organizationally and operationally between ICICI and us. We are also prohibited from extending any credit
to ICICI. We have no agreement with ICICI and no plans to enter into an agreement regarding any future contribution of
capital by ICICI to us for maintenance of our minimum capital adequacy ratio or with respect to any future i ssuance of equity
shares by usto ICICI. Any declaration and payment of a dividend by usto any shareholder, including ICICI, must be
recommended by our board of directors and approved by our shareholders in accordance with applicable Indian law, and if the
dividend isin excess of 25.0% of the par value of our shares, we must obtain prior approval from the Reserve Bank of India.

ICICI has no preemptive or registration rights with respect to our shares and we have no agreement to issue any equity or
debt securitiesto ICICI.

ICICI owns 62.2% of our equity shares. Under Indian law, no person holding shares in a banking company can vote more
than 10.0% of such bank’ s outstanding equity shares. This meansthat while ICICI owns 62.2% of our equity shares, it can
only vote 10.0% of our equity shares. Due to this voting restriction and the fact that no other shareholder owns 10.0% or more
of our outstanding equity shares, ICICI effectively controls 24.0% of the voting power of our outstanding equity shares.

Our organizational documents permit ICICI to appoint up to one third of the members of our board, including the
Executive Chairman and Managing Director of our board. Pursuant to this authority, ICICI has appointed two directorsto our
eight-member board of directors. ICICI may a so vote on the appointment of remaining members of our board of directors.
Pursuant to our organizational documents, to convene a board meeting, one of the two ICICI directors on our board of
directors must be present unless they waive this requirement in writing.

Owner ship Considerations

Aswe describe in “ Group Operating Strategy” below, we work closaly with ICICI and, given its large equity interest in
us, we believe that ICICI has an incentive to help us perform well. Thereis a possibility that | CICI may make business
decisionswhich are to its advantage or the advantage of other group companies at our expense.

Theregulatory situation in Indiathat governs our relationship with our parent company, ICICI, isin astate of flux. Under
current guidelines, ICICI may not convert to bank status and is required to reduce its ownership interest in usto no more than
40.0% at some point in the future. The issue of universal banking, which in the Indian context means combining commercia
banks and long-term devel opment financial ingtitutions, has been discussed at length over the past few years. Inits monetary
and credit policy for fiscal 2001, the Reserve Bank of India announced that it would consider proposals from development
financial ingtitutions, like ICICI, who wish to transform themselves into banks on a case-hy-case basis. |CICI and ICICI Bank
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are exploring arange of possible options should the regulatory situation change. Inthisregard, ICICI has had several
exploratory discussions with the regulators. Itisonly after satisfactory resolution of various regulatory issues including that of
theimposition of the statutory liquidity ratio , the cash reserveratio and priority sector lending that a view can be taken on the
future course of action.

Compl ementary Product Ranges

Traditionally, regulation in the banking and financial services sector in India segregated the offering of various products
and services between commercial banks like us and financia ingtitutionslike ICICI. In recent years, some of these restrictions
have been relaxed, and there is some overlap between the product offerings of ICICI and us, as described below. However, we
believe that both of our product ranges remain largely complementary and enable the ICICI group to attract and retain
customers by providing a complete range of financial products and services.

Corporate Lending

Both we and ICICI offer term loans and guarantees although we generally do not compete with each other to provide these
services. Because ICICI hasasignificantly larger balance sheet than us and our funding sources are of a shorter term than
those of ICICI, ICICI typically offerslarger loans on afixed rate basis with longer maturities, while we offer smaller loans on
afloating rate basis with shorter maturities. We can offer documentary creditsfor al purposeswhile, under current
authorization, ICICI can offer documentary credits only to customers having an available line of foreign currency credit with
them, and only for import of capital goods. ICICI is not permitted to offer these products for the import of raw materials,
which we can do.

Retail Lending

While ICICI does not offer credit cards, it does, together with its subsidiary, |CICl Home Finance Company Limited,
offer retail asset products including auto |oans and home mortgage |oans which are marketed through its subsidiary, ICICI
Personal Financial Services Limited. We offer credit cards, loans against time deposits and loans against shares for
subscriptionsto initial public offerings of Indian companies. We plan to offer auto loans and home mortgage loansin fisca
2001 which will be marketed through ICICI Personal Financial Services. Pursuant to an understanding between ICICI and us,
we will offer auto loans and home mortgage loans that qualify as priority sector lending and I CICI, together with ICICI Home
Finance, will offer all other auto loans and home mortgage loans. Home mortgage loans of up to Rs. 1 million and auto loans
to professionals qualify as priority sector lending. For adescription of our priority sector lending requirements, see “Business
— Corporate Banking — Directed Lending”.

Funding

ICICI isnot permitted to offer banking products involving checking facilitiesincluding savings accounts, checking
accounts, cash management services and time deposits of amaturity of less than one year. These products form our core
funding base.

Treasury

Our foreign exchange treasury is afull-fledged authorized dealer while ICICI is permitted to deal only with regard to its
underlying transactions. Our domestic treasury desk servesits customersindependent of the ICICI desk.

Group Operating Strategy

Infiscal 1999, in an effort to enhance the delivery of products and servicesto clients, the ICICI group decided to
reorganizeits structure. It formed three client relationship groups, the Major Clients Group, the Growth Clients Group and the
Personal Financial Services Group, for this purpose.

The relationship managersin the Mgjor Clients Group and the Growth Clients Group are drawn from companies across
the ICICI group, including from us. These relationship managers are responsible for offering the full range of the ICICI
group’s corporate banking products and services with an emphasis on cross-selling products and services offered by ICICI
group companies and the generation of fee-based income. These groups are client-driven, so they cater to the needs of the
ICICI group’s customers regardless of which relationship manager is servicing aparticular customer and whether the product
is one offered by us or other ICICI group companies. The salary and other expenses of a relationship manager that isworking

20



for one of these client relationship groups are borne by the company that has seconded the relationship manager to one of these
client relationship groups.

The ICICI group restructuring has enabled usto take advantage of ICICI’ s strong rel ationships with over 1,000
corporationsin Indiato sell our products and services. These relationships have been particularly effectivein helping usgain
accessto the larger corporations, as our balance sheet on a stand-a one basis would not have permitted us to take the large
exposures that may be undertaken by ICICI given itslarge balance sheet capabilities. As described in greater detail below, in
cases where | CICl and we both provide credit to the same customer, we appraise the customers' credit requirements separately
and independently. On the basis of our credit analysis, pricing, portfolio exposure and other factors, we determine whether and
to what extent we take an exposure. Our decision isindependent of ICICI’ s credit approval and appraisal processes. There
have been instances where | CICI has extended credit to a particular borrower and we have not.

We also seek to benefit from ICICI’ s corporate relaionshipsin growing our retail business. We sdll retail productsto the

employees of the ICICI group’s corporate customers, including offering corporate customers our payroll deposit scheme for
their employees.

The Personal Financial Services Group manages ICICI’ sretail business. ICICI’s 3.7 million retail bond customers also

present us with an opportunity for cross selling avariety of products, including bank accounts, credit cards, depositary share
accounts and, to alimited extent, retail loans.

Both our and the ICICI group’ sretail strategy is based on the offering of multiple products through multiple delivery
channels to provide choice and convenience to customers. Offering the entire range of products and services through multiple
channels also resultsin greater economies of scale. The channels are owned by different ICICI group companies. We own the
bank branch channel and Infinity, the Internet banking channel, and ICICI Personal Financial Services owns the telephone
banking call centers. We usethe services of ICICI Persona Financia Servicesto offer telephone banking to our customers.
For this purpose, we pay them on the basis of actual call volume. The ICICI centers, which are low-cost standal one offices
acting as marketing and service centers, are owned by |CICI. Our credit card back-end processing operations are managed by
ICICI Persona Financia Services. We pay ICICI Persona Financial Services on acost plus 10.0% markup basis. See
“Business— Retail Banking — Credit Cards’ and “ Related Party Transactions’.

To enable the pooling of talent and a compensation structure aligned to those of other information technology companies,
the group decided to consolidate the technology teams from all group companies into one information technology company,
ICICI Infotech Services Limited. ICICI Infotech now offers technology solutions to the entire ICICI group. We outsource our
information technology requirements from ICICI Infotech and 33 of their employees have been seconded to us. These officers
are dedicated to meet our requirements and we pay | CICI Infotech the salary expenses of these ICICI Infotech employees.
While the personnel are outsourced from ICICI Infotech, the existing hardware and software continue to be owned by us.
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BUSINESS
Overview

We are aprivate sector commercia bank organized under the laws of Indiain 1994. We offer awide range of banking
products and services to corporate and retail customersthrough avariety of delivery channels. We believe our emphasis on
providing value-added products and quality service which are responsive to the financial needs of our customerswill allow us
to continue to gain market share in our target customer markets. We are asubsidiary of ICICI Limited, one of the largest of all
Indian financial institutions, banks and finance companiesin terms of assets, awell-recognized brand in the Indian financial
sector and the first Indian bank to list its securities on the New Y ork Stock Exchange. In fiscal 2000, our net income was Rs.
1,402 million (US$ 32 million). At March 31, 2000, we had assets of Rs. 130.4 billion (US$ 3.0 hillion) and stockholders
equity of Rs. 11.4 hillion (US$ 261 million).

Our organization has three key activities: corporate banking, retail banking and treasury operations. In corporate banking,
our primary goal isto build a strong asset portfolio consisting mainly of working capital and term loansto large, well-
established Indian corporations aswell as to select middle market companiesin growth industries. We aso seek to provide a
wide variety of fee-based corporate products and services, like documentary credits, cash management services, cross-border
trade services, standby letters of credit and treasury-based derivative products that help usincrease our nor-interest income. In
building our corporate banking activities, we have capitalized on the strong relationships that our parent company, ICICI,
enjoyswith many of India'sleading corporations. Weintend to generate significant growth in revenues based on increased
synergieswith ICICI and its group of companies.

Our retail products and servicesinclude payroll accounts and other retail deposit products, online bill payment and
remittance facilities, credit cards, depositary share accounts, retail loans against time deposits and |oans against shares for
subscriptionsto initial public offerings. We have built a base of demand and time deposits with 636,877 retail customer
accounts at March 31, 2000. We offer our customers a choice of delivery channelsincluding physical branches, ATMs,
telephone banking call centers and the Internet. In recent years, we have expanded our physical delivery channels, including
bank branches and ATMs, to cover atotal of 175 locationsin 47 cities throughout Indiaat March 31, 2000.

Our treasury engages in domestic and foreign exchange operations. It seeks to manage our balance sheet, including by
maintai ning required regulatory reserves. In addition, our treasury seeksto optimize profits from our trading portfolio by
taking advantage of market opportunities using funds acquired from the inter-bank markets and corporate deposits. Our trading
portfolio includes our regulatory portfolio asthereis no restriction on active management of our regulatory portfolio.

Since our inception in 1994, we have consistently used technology to differentiate our products and services from those of
our competitors. For example, we were thefirst bank in Indiato offer Internet banking. Our technol ogy-driven products also
include el ectronic commerce-based busi ness-to-business and business-to-consumer banking solutions, cash management
services and mobile phone banking services. To support our technology initiatives, we have set up onlinereal time transaction
processing systems. We remain focused on changesin customer needs and technological advances and seek to remain at the
forefront of electronic banking in India.

Our lega nameisICICI Bank Limited but we are known commercially as ICICI Bank. We were incorporated in 1994
under the laws of Indiaas alimited liability corporation. Our principal corporate officeislocated at ICICI Towers, Bandra
Kurla Complex, Mumbai 400 051, India, our telephone number is 011-91-22-653-1414 and our website addressis
www.icicibank.com.

History

We were formed in 1994 as a part of the ICICI group of companies. Our initial equity capital was contributed 75.0% by
ICICI and 25.0% by SCICI Limited, adiversified finance and shipping finance lender of which ICICI owned 19.9% at
December 1996. In December 1996, SCICI was merged into ICICI, and as aresult, we became awholly-owned subsidiary of
ICICI. We have grown rapidly in size to become aleading player among the new private sector Indian banks. After our ADS
offering in March 2000, ICICI held 62.2% of our equity shares. See “Relationship with the ICICI Group — Ownership
Considerations’ for adiscussion of the regulatory situation in India that governs our relationship with our parent company,
ICICI.
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Our Strategy

Our objectiveisto be the leading provider of banking products through technology driven distribution channels servicing
atargeted group of corporate and retail customers.

To achieve our objective, the key elements of our strategy areto:
Increase our market share in corporate banking;
Build aprofitableretail franchise;

Apply Internet-related technol ogies to existing product offerings and create new business opportunities on the
Internet;

Use technology to provide a multi-channel distribution network;
Enhance our recurring fee income; and

Emphasize conservative risk management practices to enhance our asset quality.

Increase Our Market Sharein Corporate Banking

Our corporate lending products and services, consisting principally of working capita finance and term lending, have
grown at a compound annual growth rate of 54.0% over the past three fiscal years. We expect that short-term finance will
continue to represent a significant growth opportunity asthe economy in India develops. Over the past year, we have shifted
our focusin favor of financing large, highly rated corporations, athough we continue to seek to identify and gain market share
in the new growth sectors of the Indian economy. Further, in all of our activities, we seek to be flexible and responsive to our
clients needs, while at the same time seeking to maintain safeguards through conservative risk management practices. Our
outstanding share in the Indian banking system’ sloan asset exposures as at March 31, 2000 was 1.07%, and our incremental
share was 2.38%.

We believe we can continue to expand our market presence by leveraging strong corporate relationships of the ICICI
group, the effective use of technology, speedy response times, quality service and the provision of products and services
designed to meet specific customer needs. The ICICI group enjoys strong financial ties with over 1,000 of Indiasleading
corporations, mainly through long-term funding relationships. Together with other members of the ICICI group, we participate
injoint marketing teams to provide a comprehensive range of long and short-term financial products to these corporate
customers. Asaresult, ICICI group relationships have enabled us to significantly enhance our market sharein short-term
funding. We expect to continue to work closely with the ICICI group to harness synergiesin the marketing of our
complementary range of products and rapidly expand our asset base.

Build a Profitable Retail Franchise

We believethe“ICICI” brand name iswell established and one of the most respected names in the financia services
businessin India. We believe that this strength in brand identity, together with the ICICI group's strong corporate rel ationships
and existing retail investor base, provides us with a unique opportunity to build a profitable retail franchisein India. At
March 31, 2000, we had 636,877 retail customer accounts and at August 31, 2000, we had more than 1 million retail customer
accounts. Within India, we have atarget market of 34 million households, consisting principally of professionals and high net
worth individual s as well as select wage and salary earners. This market is supplemented by 22 million non-resident Indians, a
significant portion of whom are well educated and affluent and have strong links to family membersin India. We believe our
range of retail productswill facilitate further penetration of the Indian retail consumer market.

We plan to attract customers through innovative products such as “ Power Pay”, our direct deposit product that allows our
corporate customers employee salariesto be directly credited to special savings accounts, to significantly drive the growth in
the number of savings accounts maintained with us.

Wewill continue to seek to provide our target market with agrowing range of deposit, funds transfer, and retail bank
products to meet their growing financial needs. We will continue to expand our range of retail savings products tailored to
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meet the needs of our customer base, such asforeign currency denominated accounts for non-resident Indians, aswell as
premium checking accountsfor small businesses.

We believe the lack of strong mass market playersin retail assetsin India creates a significant growth opportunity for us.
Our retail asset products at present are limited to credit cards, |oans against time deposits, |oans against shares, and loans for
subscriptionsto initial public offeringsin India. We intend to increase our retail asset base during fiscal 2001 by offering auto
loans and home mortgage loans. Pursuant to an understanding between ICICI, and us, we will offer auto loans and home
mortgage loansthat qualify for priority sector lending. These loans would be marketed through ICICI Personal Financid
Services which currently markets the retail assets of ICICI and its subsidiary, | CICI Home Finance. We will continue to
broaden our range of retail products and servicesin an effort to gain market share among our target customer base.

We are using the Retail Customer Data Mart, a database that consolidates retail customer and product data across al
ICICI group companiesincluding ICICI's 3.7 million retail bond customers. Thisdatais anayzed for customer segmentation
and is used in our targeted marketing campaigns. For example, we use this database to determine which high net worth
individuals we should grant our credit cards with pre-approved credit limits. We plan to continue our use of thisand similar
information systemsto enhance customer loyalty through increased cross selling.

Apply Internet-Related Technologies to Existing Product Offerings and Create New Business Opportunities on the
I nternet

We believe that by devel oping Internet applications for our services, we can gain significant marketing and distribution
advantages over our competitors. We a so believe that through the Internet we can vertically integrate our product offerings,
allowing customers, retailers, distributors, manufacturers and their suppliers access to our banking system. Lower costs from
effective use of technology coupled with increased scale of operations should allow usto deliver greater value to our
customers.

Accordingly, we werethe first bank in Indiato introduce an Internet banking service and an Internet-based bills payment
system, and even today are one among very few banks offering this servicein India. We pioneered online business-to-business
solutionsin India by launching “i -payments’, a payments tool connecting our customers with their suppliers and dealers. We
offer online electronic payment facilities to our corporate customers and their suppliers and dealers as a closed user group
using the Internet asthe delivery platform. These product offerings have resulted in significant cost savingsto our clients,
allowing usto develop client loyalty while at the same time better understanding the needs of our clients. In all of our
endeavors, we intend to use the I nternet as a means of enhancing our accessibility and overall customer convenience and
satisfaction.

Use Technology to Provide a Multi-Channel Distribution Network

Aswe have recently entered the banking sector, we have been able to use current technology to develop all our systems.
We believe that product differentiation through multiple delivery channels hasimproved our ability to attract and retain
customers, enabling usto achieve gainsin market share. Accordingly, we have tried to provide products and services, using
the Internet, ATMs and other technology to increase our service and attract and satisfy customers. Our use of online delivery
channels offers added convenience for our customers while markedly reducing the cost of financial transactions and the need
to have an extensive branch network. Our technology is expected to allow the customer access to any product through any
delivery channel and thereby give the customer the option of choosing the most convenient channel. To further expand our
ATM network, we have entered into alliances with petroleum companies, department stores and cyber cafes to provide ATMs
a select high traffic locations. Our goal isto develop a cost efficient, highly effective distribution network, which ensures
quality customer service.

Enhance Our Recurring Fee Income

Wewill continue to seek to devel op value-added products and servicesin an effort to enhance our market share and to
increase our recurring feeincome. Our fee and commission income has grown at a compounded annual growth rate of 65.3%
sincefiscal 1997, principally from issuing guarantees, documentary credits and similar instruments. We believe we were the
second largest provider of cash management services in India and were among the market leaders in providing trust, retention
and escrow account services at March 31, 2000. We have developed countrywide collection and payment mechanismsfor rura
and cooperative banks with limited geographic presence. We continue to seek to provide funds collection and transfer services
to our clientsand clients of the ICICI group. We also offer our customers depositary share accounts and direct sales of third
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party mutual funds and propose to distribute insurance products to be offered by the ICICI group in the future. Through
Infinity, our Internet banking service, we offer Money2lndia, our online remittance facility for non-resident Indians, which is
already generating feeincome. We also offer “i -payments’, our business-to-business el ectronic commerce solution for
corporate customers, and el ectronic payment of utility billsfor retail customers, which are presently free to increase customer
acquisition. We provide al cross-border trade servicesto our customers. We believe these and other initiatives will enhance
our recurring feeincome in ways that are responsive to the needs of our customers.

Emphasize Conservative Risk Management Practices to Enhance Our Asset Quality

We believe conservative risk management policies, processes and controls are critical for our long-term success. While we
will continue to extend credit to growth oriented companies with strong financial positions, we expect that our emphasis on
lending primarily to higher rated credits and active management of older less creditworthy assets should help improve the risk
profile of our loan portfolio. In connection with our new credit card business, we have devised an internal credit scoring model
and maintain strict monitoring of repayment patterns to minimize the risks associated with this business. Once we enter the
auto loan and home mortgage |oan market, we intend to apply the same rigor to credit evaluation standards for these products
aswe have applied to the credit evaluation standards for our current loan products.

We expect to build on our established credit risk management procedures, credit eval uation and rating methodol ogy,
credit risk pricing models, proprietary analytics and monitoring and control mechanisms.

Finally, we believe that our adoption of U.S. GAAP accounting including its stringent provisioning requirements
embodies amore conservative approach to quantifying credit losses.

Possible Alliances

The banking sector in Indiais changing rapidly and we are considering a number of selective strategic optionson an
ongoing basis. Theseinclude alliances and other initiatives with Internet portal and other Internet service providers,
telecommuni cations companies and banks for online financia products and services, aliances for installation of ATMsat gas
station outlets, cyber cafes, outlets of consumer durable companies and retail chain stores and third party bank locations. After
careful assessment, we may also consider selective acquisitions to further these or other strategic options. The goal of any such
initiative would be to further our overall strategy of broadening our customer base, increasing market share and providing
superior services through low-cost distribution channels and thus increasing shareholder value.

Our Principal Business Activities
Our principal business activities include corporate banking, retail banking and treasury operations. In corporate banking,
we make working capital loans and term loansto our corporate borrowers, take deposits from corporate customers and provide

arange of fee-based products and services. In retail banking, we take deposits from retail customers through multiple products
and delivery channels and since January 2000, have begun to offer credit cardsin addition to other retail loan products.
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Thefollowing table setsforth, for the periods indicated, the share of our corporate and retail banking deposits and loansin
our total business:

At March 31, 1999 At March 31, 2000
Corporate Retail Corporate
banking banking Total banking Retail banking Total
(in Rs. hillion, except percentages)
274 11 285 46.2 15 47.7
96.1% 3.9% 100.0% 96.7% 3.3% 100.0%
45.6 151 60.7 68.1 30.5 98.6
75.1% 24.9% 100.0% 69.0% 31.0% 100.0%

Our treasury manages our balance sheet, including by maintaining required regulatory reserves. In addition, our treasury
seeksto optimize profits from our trading portfolio by taking advantage of market opportunities.

CorporateBanking

General

Our largest activity in terms of deposits and grossloansis our corporate banking operations. At March 31, 2000, corporate
banking represented 69.0% of our deposits and 96.7% of our gross|oans.

Our key corporate banking products include loan products and fee and commission-based products and services. Our
principal 1oan products consist of working capital loans, including cash credit facilities (arevolving floating rate asset-backed
overdraft facility) and bill discounting (atype of receivables financing), and term loans. Fee and commission-based products
and services include documentary credits and standby letters of credit, forward contracts, interest and currency swaps, cash
management services, trust and retention accounts, cross border trade services and payment services. Most of these fee and
commission-based products and services provide recurring fees from each customer. We a so take rupee or foreign currency
deposits with fixed or floating interest bases from our corporate customers. Our deposit taking products include certificates of
deposit, checking accounts and time deposits. We déliver our corporate banking products and services through a combination
of physical branches, correspondent banking networks and the Internet.

We seek to differentiate ourselves from our competitors primarily by capitalizing on the relationships of the ICICI group
and through speedy and efficient client servicing. We seek to achieve this through the effective use of technology, high quality
staff, speedy decision-making and the provision of structured financial products meeting specific customer needs.

We provide our products and servicesto awide range of private sector and public sector commercial and industrial
corporations, including some of Indiasleading companies aswell as growth-oriented, middle market commercia enterprises,
traders and service providers and to the agricultural sector. Inthefirst few years of our operations, due to our small balance
sheet size, small to medium-sized middle market companies were our target customers. Over the past year as our balance sheet
has grown, we have, consistent with our strategy of focusing on quality growth opportunities, concentrated on financing large,
highly-rated corporations by taking advantage of the corporate relationships of the ICICI group. Of our 852 corporae
customersat March 31, 2000, 191 were aso ICICI customers representing 21% of our |oan portfolio.

Corporate Loan Products

Our corporate loan products are working capital finance and term loans. We offer asubstantial portion of our corporate
loans on afloating rate basis. For more details on our loan portfolio, see “— Loan Portfolio”.

Working Capital Finance

Under working capital finance, we offer our corporate customers cash credit facilities and bill discounting. At March 31,
2000, gross working capital loans outstanding were Rs. 31.6 billion (US$ 723 million), constituting 66.1% of our grossloan
portfolio.

Cash Credit Facilities. Cash credit facilities are the most common form of working capital financing in India. Cash credit
facilities are given to borrowers to finance the cash flow gap arising out of the time difference between the purchase of raw
materials and the realization of sale proceeds. A cash credit facility isarevolving overdraft line of credit for meeting the
working capital needsof companies and is generally backed by current assets like inventories and receivables. Under the cash
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credit facility, we provide aline of credit up to a pre-established amount based on the borrower's projected level of inventories,
receivables and cash deficits. Within thislimit, disbursements are made based on the actual level of inventories and
receivables. A portion of the cash credit facility can also be madein the form of ademand loan. A cash credit facility is
typically given to companiesin the manufacturing, trading and service sectors on afloating interest rate basis. We earn interest
on thisfacility on aquarterly basis, based on the daily outstanding amounts. The facility is generally given for a period of up to
18 months, with areview after 12 months. Our cash credit facility is generally fully secured with full recourse to the borrower.
In most cases, we have afirst lien on the borrower's current assets, which normally areinventory and receivables.

Additionally, in some cases, we may take further security of afirst or second lien on fixed assetsincluding real estate, apledge
of financial assets like marketable securities, corporate guarantees and personal guarantees.

Cash credit facilities are extended to borrowers by either a singl e bank, multiple banks or a consortium of banks with a
lead bank. The nature of the arrangement depends upon the amount of working capital financing required by the borrower, the
risk profile of the borrower and the amount of 1oan exposure a single bank can take on the borrower. Though in the past we
have extended cash credit facilities on our own, with our increased focus on more highly rated large corporations, we are
increasingly participating in multiple bank and consortium arrangements. For a description of these arrangements, see “—
Loan Portfolio— Collateral — Completion, Perfection and Enforcement”. Regardless of the arrangement, we undertake our
own due diligence and follow our credit risk policy to determine whether we should lend money to the borrower and, if so, the
amount to be lent to the borrower. For more details on our credit risk procedures, see “— Risk Management — Credit Risk”.

In cases where ICICI provides long-term loans for financing projects of corporations, we seek to provide, or participate in
the consortium providing, working capital loans or the short-term portion of their working requirements. We appraise the
customers credit requirement separately and independently from ICICI.

Bill Discounting. Bill discounting involvesthe financing of short-term trade receivables through negotiable instruments.
These negotiable instruments can then be discounted with other banksif required, providing us liquidity. In addition to
traditional bill discounting, we also provide customized solutions to our corporate customers having large dealer networks.
Loans are approved to deaersin the form of working capital lines of credit, based on analysis of dealer credit risk profiles.
These dedler financing facilities help us to strengthen our relationships with our corporate customers and may be expanded
into Internet-based corporate banking services.

Term Loans

Term loans are amortizing loans given typically for aperiod of between three and seven years for financing core working
capital requirementsand normal capital expenditures of small and medium-sized companies. Our term credits include rupee
loans, foreign currency loans, lease financing and subscription to preferred stock. These products also include marketable
instruments such asfixed rate and floating rate debentures. In the case of rupee and foreign currency loans and debentures, we
generally have a security interest and first lien on all the fixed assets of the borrower. The security interest typically includes
property, plant and equipment and other tangible assets of the borrower. Wetypically provide term loans of smaller size,
generaly up to Rs. 200 million, (US$ 5 million), considering our liability profile, and refer larger loansto ICICI.

At March 31, 2000, gross term loans outstandi ng were Rs. 14.6 billion (US$ 335 million), constituting 30.6% of our gross
loan portfolio.

Feeand Commission-Based Activities

Our fee and commission-based products and servicesinclude documentary credits, standby letters of credit, forward
contracts, interest and currency swaps, cash management services, trust and retention accounts and payment services.

Documentary Credits

We provide documentary credit facilities to our working capital loan customers both for meeting their working capital
needs as well as for capital equipment purchases. For working capital purposes, weissue documentary credits on behalf of our
customers for the sourcing of their raw materials and stock inputs. Lines of credit for documentary credits and standby letters
of credit are approved as part of aworking capital loan package provided to a borrower. These facilities, like cash credit
facilities, are generally given for a period up to 18 months, with review after 12 months. Typically, thelineis drawn down on a
revolving basis over the term of the facility, resulting in afee payable to us at the time of each drawdown, based on the amount
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and term of the drawdown. A significant proportion of our documentary credits for capital equipment areissued on behalf of
borrowers who also had taken term loans from ICICI.

We issue documentary credits on behalf of borrowers both for domestic and foreign purchases. Borrowers pay afee to us
based on the amount drawn down from the facility and the term of the facility. Thisfacility is generally secured by the same
collateral available for cash credit facilities. We generally a so take collateral in the form of cash deposits from our borrowers
before each drawdown of the facility.

At March 31, 2000, we had a portfolio of documentary credits of Rs. 8.5 billion (US$ 195 million).
Sandby Letters of Credit

We provide standby letter of credit facilities, called guaranteesin India, that can be drawn down any number of times up
to the committed amount of the facility. We issue standby letters of credit on behalf of our borrowersin favor of corporations
and government authoritiesinviting bids for projects, guaranteeing the performance of our borrowers. We also issue standby
letters of credit as security for advance payments made to our borrowers by project authorities and for deferral of and
exemption from the payment of import duties granted to our borrowers by the government against fulfillment of certain export
obligations by our borrowers. The term of these standby letters of credit is generally up to 18 months. Thisfacility is generaly
secured by collateral similar to that of documentary credits.

At March 31, 2000, we had aportfolio of standby |etters of credit of Rs. 7.6 billion (US$ 173 million).
Forward Contracts and Interest and Currency Svaps

We provide forward contractsto our customers for hedging their short-term exchange rate risk on foreign currency
denominated receivables and payables. We generaly provide thisfacility for aterm of up to six months and occasionally up to
12 months. We also offer interest rate and currency swapsto our customers for hedging their medium and long-term risks due
to interest rate and currency exchange rate movements. We offer these swaps for a period ranging from three to ten years. Our
customers pay acommission to us for this product that isincluded in the price of the product and is dependent upon market
conditions. We a so hedge our own exchange rate risk related to our foreign currency trading portfolio with products from
banking counterparties.

At March 31, 2000, we had a portfolio of outstanding forward contracts of Rs. 62.9 billion (US$ 1.4 billion) and a
portfalio of interest and currency swaps of Rs. 8.6 billion (US$ 196 million).

Cash Management Services

Under cash management services, we offer our corporate clients custom-made payment and remittance services allowing
them to reduce the time period between collections and remittances, thereby streamlining their cash flows. Our cash
management productsinclude physical check-based clearing in locations where settlement systems are not uniform, electronic
clearing services, centra pooling of country-wide collections, dividend and interest remittance services and I nternet-based
payment products. We believe we were the second largest provider of cash management servicesin Indiaat March 31, 2000.
We a'so provide cash management services to our parent, ICICI. Our customersincluding ICICI pay afeeto usfor these
services based on the volume of the transaction, the location of the check collection center and speed of delivery.

The total amount handled under cash management serviceswas Rs. 656.2 billion (US$ 15.0 billion) for fiscal 2000,
resulting in fee income of Rs. 122.7 million (US$ 2.8 million). At March 31, 2000, we had 254 cash management service
customers. ICICI paid us Rs. 21 million (US$ 481,000) for fiscal 2000 for these services provided to it by us.

Trust and Retention Accounts

We offer trust and retention account facilitiesto lendersin limited and non-recourse project finance transactions who
typicaly require the setting up of trust and retention accounts as part of the project financing structure and our customers
include power and telecommunications companies. This service enables usto capture the receivables of the project on behal f
of the lenders and channel the cash flowsin a pre-determined manner. We also offer escrow account facilities for securitization
and merger and acquisition transactions. Our customers pay a negotiated feeto usfor this product based on the complexity of
the structure and the level of monitoring involved in the transaction.
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We actively provide these services and use the strengths of our parent as aleading project financier in the country to
obtain customers for these services. We believe that we are the market leader in providing these servicesin India, with about
100 accounts. The cash flows managed under this product during fiscal 2000 were about Rs. 26.0 billion (US$ 595 million)

Payment Services

We offer online electronic payment facilitiesto our corporate customers and their suppliers and dedlers as a closed user
group, where the entire group is required to maintain bank accounts with us. We use the Internet as the delivery platform for
this busi ness-to-busi ness electronic commerce product, which we cal “i-payments’. Under this service, al payments from our
corporate customers to their suppliers and payments from the dealersto our corporate customers are made electronically. This
service offersahigh level of convenience since no physical instruments are required, al transactions are done online and the
information may be viewed on the Internet. This product can be customized to meet the specific requirements of individual
customers. We do not charge afeefor thisservice, asit resultsin large low-cost funds for short durations in checking accounts
of customers, that weinvest profitably.

We have aready entered into memoranda of understanding with over 100 large Indian corporationsrelating to “i -
payments’. Many of these corporations have come to us as aresult of our relationship with members of the ICICI group. Most
of these corporations intend to include approximately 10-20 dealers and suppliersin their electronic commerce closed user
group. Based on these statistics, we believe that, based on | CICl's corporate rel ationship base of over 1,000 customers, we
have the potential to grow to service 15,000 small, medium and large corporate users over the next few years.

Other Corporate Banking Activities
International Banking Business

We provide awide range of cross-border banking services from 25 of our branches spread across the country. Our
international business servicesinclude foreign currency loans for imports and exports, documentary credits, standby letters of
credit and collection and funds transfer services. All these branches are connected directly to the Society for Worldwide Inter-
Bank Financial Telecommunication network (SWIFT), to quickly facilitate transactions. We a so have correspondent
arrangements with over 105 international banks covering all major countries with which India has trade relationships. These
arrangements facilitate the execution of cross border transactionsincluding letters of credit and funds transfers. We also
provide travel-related servicesto our corporate customers including money changing, sale and cashing of travelers checks and
foreign currency remittances to international travel destinations. Our customers pay feesto usfor substantially all of these
products and services.

Treasury Products

We provide liquidity management services to our corporate customers to enable them to invest their short-term cash
surplusesin avariety of short-term treasury and deposit-based instruments, including treasury bills, commercia papers and
certificates of deposit. These products allow our customersto earn income on their short-term cash surpluses since depositsfor
periods of lessthan 15 days are noninterest-bearing pursuant to Reserve Bank of Indiaregulations. We also facilitate the
holding of foreign currency accounts. Our target customers for these products are large public and private sector companies,
provident funds and high net worth individuals.

Products for Other Banks

Various cooperative banks and rura banksin Indiaare limited to specific regions or states of India. These banks need
relationships with banks present in most of the large citiesin Indiato be able to service the needs of their customersfor
country-wide collection and payment. We have developed customized products and solutions for cooperaive banks. Although
we do not charge afee for these products, they result in large amounts being maintained with usin non-interest-bearing
checking accounts that we can invest profitably.

Corporate Loan Pricing
We price our corporate loans over our prime lending rate based on four factors:

our internal credit rating of the company;
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the nature of the banking arrangement (either a single bank, multiple bank or consortium arrangement);
the collateral available; and
market conditions.

Our current credit approval process generally requires a minimum credit rating of A—. For a description of our credit
rating system, see “— Risk Management — Credit Risk”.

Our Asset-Liability Management Committee fixes prime lending rates based on yield curve factors, such asinterest rate
and inflation rate expectations, as well as the market demand for loans of a certain term and our cost of funds. Working capital
financing is usually contracted at rates linked to the prime lending rate for maturities over 365 days. The prime lending rates
relevant to other maturities are used for short-term bill discounting products.

We have four prime lending rates linked to the term of the loan. At March 31, 2000, our prime lending rates per annum
were asfollows:

Term Primelendingrate
WO oY O == 11.75%
Lo 012 Yo (0 I 0o £ T 12.50
S I P T (o 1272 N o = YT 13.00
365 TAYS BNU OVEN ...ttt ettt e e e s 13.50

Under the existing Reserve Bank of India regulations, loan exposures through corporate debt instruments and bill
discounting are not subject to the prime lending rate regulations. Banks can lend at an interest rate below their prime lending
rates when delivery is through these products.

One of our competitive advantagesin the corporate banking industry is our speed of delivery. We are generdlly ableto
preliminarily approve credit requests within two business days since we study the borrower and its credit rating well in
advance of our marketing efforts. The formal credit approval process, including due diligence, generally takes about three to
four weeksto complete. We believe thisis akey factor in giving us a substantive competitive advantage and enabling us to
charge apremium in pricing over many of our competitors.

Directed Lending

The Reserve Bank of Indiarequires banksto lend to certain sectors of the economy. Such directed lending is comprised of
priority sector lending, export credit and housing finance.

Priority Sector Lending

The Reserve Bank of India has established guidelines requiring banksto lend 40.0% of their net bank credit (total
domestic loans less marketabl e debt instruments and certain exemptions permitted by the Reserve Bank of Indiafrom timeto
time) to certain specified sectors called priority sectors. Priority sectorsinclude small-scaleindustries, the agricultural sector,
food and agro-based industries and small businesses. Out of the 40.0%, we are required to lend aminimum of 18.0% of our net
bank credit to the agriculture sector and the balance to certain specified sectors, including small scale industries (defined as
manufacturing, processing and services businesses with alimit on investment in plant and machinery of Rs. 10 million), small
businesses, including retail merchants, professiona and other self employed persons and road and water transport operators
and to specified state financia corporations and state industrial development corporations.

Thefollowing table setsforth, for the periods indicated, our priority sector loans broken down by type of borrower.
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% of net
bank credit

At March 31, at March 31,
1997 1998 1999 2000 2000 2000
(in millions, except per centages)
Small scaleindustries....... Rs. 1,860 Rs. 2,753 Rs. 3,510 Rs. 5,958 Uss 136 17.2%
Othersincluding small
businesses.......cccceu.. 231 513 1,959 2,662 61 1.7
Agricultural Sector ........... 252 501 675 1,520 35 4.3
L0t Rs. 2,343 Rs. 3,767 Rs. 6,144 Rs. 10,140 Uss 232 29.2%

We are required to comply with the priority sector lending requirements at the end of each fiscal year. Any shortfal inthe
amount required to be lent to the priority sectors may be required to be deposited with Indian devel opment banks like the
National Bank for Agriculture and Rural Development and the Small Industries Development Bank of India. These deposits
have amaturity of up to five years and carry interest rates lower than market rates. These deposits also satisfy part of our
priority sector requirement.

At March 31, 2000, our priority sector loanswere Rs. 10.1 billion, constituting 29.2% of net bank credit. Thisledto a
shortfall of Rs. 3.7 billion (US$ 86 million) in our priority sector lending. The Reserve Bank of Indiarequires usto deposit the
shortfal in the National Bank for Agriculture and Rural Devel opment when it makes a demand on us. At March 31, 2000, this
bank has taken deposits of only Rs. 170 million (US$ 3.90 million) from us. We believe that alarge number of Indian
commercial banks have had a shortfall in meeting their priority sector lending requirements.

Infiscal 2001, as part of our retail banking activities, we plan to offer auto loans and home mortgage |oans. These loans
will be marketed through ICICI Persona Financia Services. ICICI, together with its subsidiary, ICICI Home Finance, offers
theseretail loans. These loans are a so marketed through I CICI Personal Financia Services. Pursuant to an understanding
between ICICI and us, we will offer auto loans and home mortgage loans that qualify as priority sector lending to our
customers and | CICI together with its subsidiary, ICICI Home Finance will offer al other auto loans and home mortgage loans
to its customers. Home mortgage loans of up to Rs. 1 million and auto loans to professional s qualify as priority sector lending
and we believe that they offer us an appropriate opportunity to meet our directed lending requirements without sacrificing our
standardsfor credit quality.

For adiscussion of the asset quality of our priority sector loan portfolio, see “— Non-Performing Loans— Analysis of
Non-Performing Loans by Directed Lending Sector”.

Export Credit

Aspart of directed lending, the Reserve Bank of Indiaalso reguires usto make loans to exporters at concessional rates of
interest. We provide export credit for pre-shipment and post-shipment requirements of exporter borrowersin rupees and
foreign currencies. At the end of our fiscal year, 12.0% of our net bank credit is required to be in the form of export credit.
Thisreguirement isin addition to the priority sector lending requirement but credit extended to exportersthat are small scale
industries or small businesses may also meet part of our priority sector lending requirement. The Reserve Bank of India
provides export refinancing for an eligible portion of total outstanding export loans at a concessional rate that is 2.0% lower
than the concessional rate of interest on export credit. The interest income earned on export credits is supplemented through
fees and commissions earned from these exporter customers from other fee-based products and services taken by them from
us, such as foreign exchange products and bill handling. At March 31, 2000, our export credit was Rs. 4.0 billion (US$ 92
million), constituting 11.5% of our net bank credit.

Housing Finance
The Reserve Bank of Indiarequires usto lend up to 3.0% of our incremental depositsin the previousfiscal year for
housing finance. This can be in the form of home loans to individuals or investments in the debentures and bonds of the

National Housing Bank and housing development institutions recognized by the government of India. At March 31, 2000, our
housing finance was Rs. 1.2 billion (US$28 million).
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Corporate Deposits

We take deposits from our corporate clients with terms ranging from 15 daysto seven years but predominantly from 15
daysto one year. We routinely provide interest quotes for depositsin excess of Rs. 10 million on adaily basis (uncommon in
India), based on ratesin the inter-bank term money market and other money market instruments such as treasury bills and
commercia papers. The Reserve Bank of Indiaregulates the term of depositsin India but not the interest rates with some
minor exceptions. We are not permitted to pay interest for periods lessthan 15 days. Also, pursuant to the current regulations,
we are permitted to vary the interest rates on our corporate deposits based upon the size range of the deposit so long as the
rates offered are the same for every customer of adeposit of a certain size range on agiven day. Corporate depositsinclude
funds taken by usfrom large public sector corporations, government organizations, other banks and large private sector
companies. Corporate depositstotaled Rs. 68.1 hillion (US$ 1.6 billion) at March 31, 2000, constituting 69.0% of our total
depositsand 57.2% of total liabilities at March 31, 2000.

We offer avariety of deposit servicesto our corporate customers. We take rupee or foreign currency denominated deposits
with fixed or floating interest. Our deposit products for corporationsinclude:

current accounts— nonrinterest-bearing demand deposits;

time deposits— fixed term deposits that accrue interest at a fixed rate and may be withdrawn before
maturity by paying pendties; and

certificates of deposit — a higher cost type of time deposit.

We have d so introduced “Quantum Corporate’, a value-added checking account, which provides automatic transfer of
idle balances from current accounts to time deposits. Whenever there is a shortfal in the current accounts, deposits are
transferred back from the fixed deposit accounts. This offers our corporate customer liquidity aswell as high returns.

Thefollowing table setsforth, for the periods indicated, our corporate deposits by product.

% of total at

At March 31, March 31,
1997 1998 1999 2000 2000 2000
(in millions, except per centages)
Current accounts — banks... Rs. 34 Rs. 37 Rs. 74 Rs. 84 uss 19 1.2%
Current accounts — others.. 2,990 3,345 5,162 14,090 322 20.6
Time deposits-banks............. 945 2,586 13,140 15,335 352 226
Time deposits-others............ 4,036 9,917 25,883 37,434 858 55.0
Certificates of deposits........ 1,335 3,169 1,330 377 9 0.6
L.t [T Rs. 9340 Rs.19054 Rs45589 Rs68090 US$1,560 100.0%

Certificates of deposit decreased 71.7% at March 31, 2000 compared to at March 31, 1999 primarily due to our decreased
emphasis on the marketing of this product due to its high cost and limited demand.

The foll owing table sets forth, for the periodsindicated, our corporate deposits by type of customer.

% of total at

At March 31, March 31,
1997 1998 1999 2000 2000 2000
(in millions, except per centages)
Banks.......cceevuuene Rs. 978 Rs. 2,623 Rs. 13,214 Rs. 16,389 Us$s 376 24.0%
Corporations....... 8,063 14,384 28,297 50,212 1,150 74.0
Otherg(1) ............ 299 2,047 4,078 1,489 34 2.0
Totd ....ccovevveene Rs. 9,340 Rs.19,054 Rs.45,589 Rs. 68,090 US$ 1,560 100.0%

(1) Othersinclude government agencies, charitable trusts, cooperatives, non-profit organizations and universities.
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Thefollowing table setsforth, for the period indicated, the maturity profile of our rupee term deposits (including deposits
of banks) of Rs. 10 million (US$ 230,000) or more:

At Mar ch 31, 2000

% of total

deposits
(in millions, except per centages)
Lessthan three months.........cocveveeeeveeeesseee s Rs. 24,522 UsS$ 562 24.8%
Above three months and less than six months............. 4,084 94 4.2
Above six months and less than twelve months.......... 5,479 125 55
More than twelve months...........cccoveeeveececececeereeene, 1,485 34 15
Total deposits of Rs. 10 million and more................... Rs. 35,570 Uss 815 36.0%

ICICI isone of our deposit customers. At March 31, 2000, we had Rs. 1.8 hillion (US$ 41 million) of current deposits and
Rs. 1.3 billion (US$ 31 million) of time deposits from ICICI. We do not pay interest on these current deposits and we pay
interest on these time deposits at rates which we pay all other time deposit customers.

We market corporate deposits from all our corporate branches, some of our retail branches and directly from our corporate
office. With the increase in the number of initial public offeringsin the Indian equity markets, we have been actively
participating as commercia bankersto the offerings of select companies. These companies are required to maintain the
subscription funds from the investors with the bankers to the offering until the allotment of shares and the refund of excess
subscription is completed. This process generally takes about 30 days, resulting in short-term deposits with us. This has
resulted in significant growth in our corporate deposits. We also act as commercia banker to companies with oversubscribed
initial public offerings when they need to refund subscription funds to investors, aso resulting in short-term deposits with us.
We believe our management of our corporate deposit customers aswell as our ability to offer competitive rates on large
deposits significantly reduces the volatility in our corporate deposit base.

The growth in corporate deposits has been supplemented by our “ anywhere banking service”, which allows multi-
locational corporationsin Indiato receive cash inflows and make paymentsin various cities by maintaining one centra
pooling account.

Our other corporate deposit products are:
inter-bank call rate-linked floating rate deposits; and

payout of interest and dividend checks issued to investors and bondholders by corporations.

Client Coverage

We believe that the Indian market for working capital productsis approximately Rs. 1.9 trillion (US$ 43.5 hillion). We are
focusing our corporate marketing efforts on increasing our market share in this segment. We believe that the ICICI group's
existing corporate relationships provides us with an opportunity to provide working capitd productsto large companies and
high growth middle market customers and increase our feeincome.

Infiscal 1999, in an effort to improve corporate client service and profitability, the ICICI group reorganized its corporate
structure and created two corporate client relationship groups, the Mgor Clients Group and the Growth Clients Group. These
groups are responsible for offering the full range of the ICICI group's products and services to its clients with an emphasis on
cross-salling and the generation of fee income.

We work with the Mgjor Clients Group to offer various corporate banking products and servicesto the top 150 Indian
corporationsto further the ICICI group's objective to function as a universal bank. The Mgjor Clients Group is made up of a
team of client bankers, taken from ICICI, ICICI Securities and us. The Mgjor Clients Group seeks to build on existing
relationships and also focuses on bringing into the ICICI group portfolio new multinational corporations and large profitable
public sector corporations. We currently have four of our employees working as part of the Mgjor Clients Group.

The Growth Clients Group focuses on middle market companies. The Growth Clients Group is made up of ateam of
client bankers, from ICICI and us and geographi cally dispersed among | CICl's offices across India. Over the past several
years, the middle market segment has grown rapidly, particularly in the areas of information technology, automaobile
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components, consumer goods and pharmaceuticals, and traditionally has had less access to financing compared to our major
clients. We expect that continued growth among middle market companies will result in greater demand in the volume and
type of financial products and services. We believe that rapid growth in the middl e market segment offers us a significant
opportunity to provide awide variety of lending and fee-based banking products, including a substantial number of working
capital lines of credit. Our internal estimatesindicate that there are over 7,000 middie market companiesin India, of which
approximately 1,300 are believed to meet our benchmark credit risk rating of A— or above. The Growth Clients Group seeks
to identify and build relationships with these middle market clients and build upon existing client r elationships to facilitate a
broader distribution of our products. The Growth Clients Group expectsto initialy target approximately 800 of these
companies, mainly for our loan and deposit products. This group also seeksto provide other products and services, including
our cash management services. We currently have 17 of our employeesworking as a part of the Growth Clients Group at their
various locations.

Relationship managers, who represent the entire ICICI group and include members of our staff who participate in these
client relationship groups, are responsible for marketing our products and services as well as the products and services of the
ICICI group to corporate customers. The basic principles of coverage followed by relationship managersinclude:

further enhancing the ICICI group's strong customer relationships,
focusing on awell-defined list of high priority clients;
responding to clients needs by marketing those products best suited to their specific circumstances;
increasing the ICICI group's share of clients total banking requirements;
serving the client needs effectively and proactively;
cross-salling the ICICI group's products to improve client profitability; and
facilitating a quick roll-out of hew productsfor the ICICI group.
The group has structured the cross-selling process as follows:

the relationship managers from our company and |CICl make joint marketing callsto targeted corporations
to offer the entire range of the group's products and services;

products and services accepted by the targeted customer are then independently processed and delivered to
the customer by the appropriate |CICI group company; and

fee and interest income accrue to the company that processes and delivers the products or services. These
amounts are collected directly from the customer.

Cross-selling isaso initiated by our branch managers and operating officers, who interact with the corporate customer on
aregular basisfor operating and maintaining its various cash credit accounts. They also visit the customer's offices, factories
or warehouses periodically. Business opportunities identified are conveyed to our representatives, ICICI group relationship
managers and to other ICICI group companies.

We believe that we have benefited significantly from thisjoint marketing relationship. While we had eight common
customerswith ICICI at March 31, 1998, we had 191 common customers at March 31, 2000, representing 21% of our loan
portfolio at March 31, 2000 . These customers have largely been top tier Indian corporations and improved the credit quality
while significantly increasing the size of our loan portfolio. We have also been able to increase fee income from providing
cash management services, documentary credits and stand-by letters of credit and trust and retention account services to many
of these clients.

While marketing and relationship functions are undertaken along with I CICI, the processes of credit appraisa, approval

and monitoring are independent activities done by us. Exposures are governed by the policy framework prescribed by our
board of directors. For a discussion of our credit approval process, see “— Risk Management — Credit Risk”.
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Delivery Channels
Branch Network

We deliver our corporate banking services primarily through our corporate banking network which at March 31, 2000
consisted of 25 branches out of our total 81 branches spread across India. After review of the size of our business and the
potential of each of our branches, we reclassified 14 of our corporate banking branches as retal branches beginning fiscal
2001. All of our corporate branches are located in cities among the top 55 cities throughout all of India's statesin terms of
gross bank credit. The corporate banking unit at our head officein Mumbai assists and supervises these branchesin the
offering of new products, marketing initiatives and credit administration. In order to provide quality serviceto clients, our
corporate branches work in close coordination with the ICICI group's relationship managers.

Correspondent Banking Networks

We have correspondent banking relationships with commercia and cooperative banksin Indiawith large physica branch
networksto offer abroader coverage for our funds transfers and remittance related products. As aresult of our correspondent
banking associations, we provide remittance and cash management services at over 750 locationsin India

Internet

In August 1999, we launched an Internet banking service called “ Corporate Infinity” to deliver afull range of high quality
financia servi cesto corporate customers at their offices and raise our profile as atechnologically sophisticated commercial
bank. Corporate Infinity provides multi-location, multi-user accessto the ICICI group's products on a 24-hour basis. This
integrated client interface product allows our corporate customers to have asingle point of contact for their entire relationship
with the ICICI group. Corporate Infinity offers the following:

details of transactions with the ICICI group relating to term loans, working capitd accounts, foreign
currency positions, investments, documentary credits and standby letters of credit;

real -time access to the foreign exchange markets, domestic treasury and bond markets and the leading
stock marketsin Indig;

system-generated aertsincluding principal and interest payment dates, documentary credit and standby
letter of credit expiry dates,

online fund transfers;

requests for documentary credits, documentary credit amendments, remittances and stop payment
orders;

generation of output informatsthat can be interfaced into the standard accounting software used by our
customers;

multiple access levelswithin a corporation to different levels of data, permissions and authorizations;

a secure e-mail environment to facilitate communication between the group's relationship managers and
our customers; and

robust and advanced security features.
We do not charge any fee to our customers for using our Corporate Infinity product. We intend to explore charging our
customers afeefor this service inthe future. Based on the response for this product among large corporations, we believe that

we will be able to attract an increasing number of large corporations to establish banking relationships with us. Asaresult, we
expect to generate additional interest and feeincome.
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Retail Banking
General

Retail banking deposit accounts represented 31.0% of our deposits at March 31, 2000. We believe that retail deposits are
growth opportunities for us. We intend to continue to grow our retail deposits for funding purposes since retail depositsarea
good source of low cost, stable funds. We also intend to introduce new retail loan products on alimited basis during fiscal
2001, including auto and home mortgage loans that qualify as priority sector lending to diversify our asset base and increase
the proportion of retail loansin our grossloan portfolio.

Retail deposits congtituted approximately Rs. 4.7 trillion or 77.0% of total bank depositsin Indiaat March 31, 1998.
Traditional playersin the Indian banking sector include nationalized banks and foreign banks. While the nationalized banks
have alarge branch network, we believe that the advantages arising from this network are largely negated by over-staffing, the
high cost of physical infrastructure and poor customer service. Foreign banks have mainly concentrated on the high net worth
segment. Their expansion has been restricted by branch licensing requirements that make it difficult for them to expand their
presence. As arecent entrant in the market, we do not have to support unprofitable branches and can open branchesin
locations with growth potential and, more importantly, use technology to enhance the accessibility of our products and services
to customers and to offer ahigher level of service than generally available in the market.

We have decided to target professionals, self-employed persons, select wage earners and other members of the middle and
upper income segmentsin India. The Nationa Council for Applied Economic Research, awell established research institutein
India, estimated that, in fiscal 1996, these segments (defined as those earning an effective income of more than Rs. 50,000 per
annum) totaled approximately 34 million householdsin India. We have adopted a focused approach by targeting alimited sub-
segment of about six million households based on a variety of parametersincluding residencein selected urban areas. We
believe that this sub-segment is underserved and represents an extremely attractive business opportunity for us. Further, we
expect our target market to experience continued growth in line with the growth of the Indian economy. The 22 million non
resident Indians are another important target market segment for us given their relative affluence and strong links to family
membersin India

According to a Reserve Bank of Indiareport, the top 55 citiesin India accounted for 52.5% of total depositsin Indiaat
March 31, 2000, and constitute our target market. We have focused our business activities extensively in the top eight
metropolitan cities which account for 37.7% of total deposits. We aready have branchesin 26 out of these 55 citiesand
expect to have branchesin 55 target locations by year-end fiscal 2002.

Retail Deposits

Our retail deposit productsinclude the followi ng:

time deposits including:

— recurring deposits, which are periodic deposits of afixed amount over afixed term that accrue interest at afixed
rate and may be withdrawn before maturity by paying penalties; and

— certificates of deposit;

savings accounts, which are demand deposits that accrue interest at afixed rate set by the Reserve Bank of India
(currently 4.0% per annum) and upon which checks can be drawn; and

current accounts, which are non-interest-bearing demand deposits.
In addition to deposits from Indian residents, we accept time and savings deposits from non-resident Indians, foreign

nationals of Indian origin and foreign nationals working in India. These deposits are accepted on arepatriable and a nor+
repatriable basis and are maintained in rupees and select foreign currencies.
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Thefollowing table setsforth, for the periodsindicated, our retail deposits.

At March 31,
1997 1998 1999 2000
(in millions)
Retail deposits........... Rs, 4,140 Rs. 7240 Rs. 15140 Rs. 30,570 uss 700

Thefollowing table setsforth, for the period indicated, the number of retail deposit accounts and the balance outstanding
by type of deposit.

At March 31, 2000

Number of
Balance outstanding % of total accounts % of total
(in millions, except per centages and number of accounts)
Current aCCOUNLS..........coeveeerereeeeerenens Rs. 930 USs 21 3.0% 6,950 1.1%
SaVvings aCCOUNES.......cccvvvererererenereenns 5,330 122 174 291,784 458
TiMEe dePOSItS....ccvererereiereieieieiereieeeens 24,310 557 79.6 338,143 531
Tota retail deposits.....ccceeeereereennas Rs. 30,570 Uss 700 100.0% 636,877 100.0%

Thefollowing table setsforth, for the periodsindicated, the amount of retail deposits outstanding by type of account
holder.

At March 31, % of total at March
1998 1999 2000 31, 2000
(in millions, except per centages)
INdiViduals........ccoceveveeecrereeeeeeeeees Rs 6,090 Rs 12590 Rs. 25800 US$ 591 84.4%
Clubs and associations...........cccccceeueeee. 320 610 1,310 30 4.3
Partnership and proprietorship
(00]0 0/ 1 01N 530 1,120 2,020 46 6.6
Cooperatives and trusts.........covveveveene 300 820 1,440 33 4.7
Tota retail deposits.......ccovevvevvevrirennnn. Rs. 7240 Rs. 15140 Rs. 30570 US$ 700 100.0%

Thefollowing table setsforth, the amount of retail deposits outstanding by type of product.

At March 31, % of total at
1998 1999 2000 Mar ch 31, 2000
Non-resident Indian deposits........... Rs. 1,766 Rs. 2,805 Rs. 5380 US$ 123 17.6%
Quantum OptiMaA........cceervrerererererenne 450 2,240 7,160 164 234
Power Pay ..o 250 780 2,780 64 9.1
[l111= £ ) J 4,774 9,315 15,250 349 499
Total retail deposits.......ccoeeveveeeeennne Rs. 7240 Rs. 15140 Rs. 30570 US$ 700 100.0%

(2) Includesall other time deposits and current and savings accounts.

For a description of the Reserve Bank of India regulations applicable to depositsin India and required deposit insurance,
see " Supervision and Regulation — Regulations Relating to Deposits’ and “— Insurance of Deposits”.

In addition to our conventional deposit products, we offer avariety of specid value-added products and serviceswhich
enable the customer to maximize returns as well as convenience.

Power Pay
In September 1996, we introduced “ Power Pay”, adirect deposit product for a select group of our corporate customers, to

help them streamline their salary payment systems. At March 31, 2000, over 950 corporate clients were using Power Pay,
which allows their employees salaries to be directly credited to a special savings account established for this purpose. Direct
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deposit of paychecksisunusua in Indiaand provides us with a competitive advantage as these new payroll account holders
often open other accounts with us, including time deposits and subscribe to our credit card services.

To enhance the attractiveness of Power Pay, we have added several features to the savings accounts maintained by these
employeesincluding:

automatic overdraft up to 50.0% of monthly salary;
free remittance facility up to Rs. 25,000;
depositary share accounts; and
relaxing the requirement to maintain a quarterly average balance of Rs. 5,000.
We intend to leverage on I CICl's rel ationships with over 1,000 corporates to sell our payroll account “Power Pay” to their
employees. On March 31, 2000, the number of “Power Pay” accounts stood at over 147,000, constituting 23.1% of our total
account base. The share of new “Power Pay” accounts among all new savings accounts opened during fiscal 2000 was 40.0%.

Quantum Optima

We have introduced a savings account product that offers the customer liquidity aswell as high returns. This product
provides automatic transfer of idle balances from savings accounts to time deposits in units of Rs. 5,000, resulting in higher
yields. Whenever thereis ashortfall in the customer's savings accounts, deposits are transferred back from the fixed deposit
account, automatically in units of Rs. 1,000 to meet the shortfall.

Premium Current Account

We launched our premium current account product in August 1999 to meet the needs of the small business segment. In
addition to conventiona banking facilities, this account offers afree cash transfer remittance facility, free cash pick-up and
delivery, pick-up of checks and documents and a sweep facility to automatically transfer any excess balance in their current
account to atime deposit.

bank@campus

In March 2000, we launched a savings account called “bank@campus’ targeted specifically at students. Theproduct was
initially launched in Mumbai and by the end of 2000 it will be extended to other citiesin India.

Thetarget market for this product are students who are pursuing graduate and post graduate studies, management studies
and engineering, medical and computer courses in universities and institutes across India. The product features offer an ATM
card, Internet banking, phone banking and a supplementary credit card. We are also in the process of tying up with
educational institutions to offer payment of fees through the Internet.

I nternet Banking Services
Infinity

In October 1997, we launched Infinity, India sfirst Internet banking service. In September 1999, we introduced an online
account opening facility for non-resident Indians. We believe that the increasing number of Internet users, the demographic
characteristics of those users and the relative flexibility and convenience of Internet banking provides an opportunity for usto
capitalize on our experience in this area and gain market sharein the retail banking sector.

The number of our Internet banking customers has increased from 4,000 at March 31, 1999 to approximately 110,000 at
March 31, 2000 and 209,000 at August 31, 2000. We believe that the expected increasein Internet usage will accelerate
busi ness-to-business and business-to-consumer transactions, which will ensure our deposit growth through this channel.

We currently offer thefollowing servicesto our customers:

access to account information;
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transaction tracking;

transfer of funds between accounts of the customer and to any other account in our bank;

placement of time deposits;

securee-mail facility for communications with an accounts manager; and

check book and stop payment requests.
We expect Internet banking services to be avalue differentiator and attract new customers from our target segment.
Online Bill Payment

On August 15, 1999, we became the first Indian company to introduce utility bill payments through the Internet. We now
have tie-ups with |eading telecommunications companies like Mahanagar Telephone Nigam Limited or MTNL and Tata
Teleservices, Internet service providerslike Videsh Sanchar Nigam Limited or VSNL and cellular operators like BPL Mobile
and UshaMartin. We are currently offering this service free to our customers with the intention of building abase of users,
based on cost sharing arrangements with most of these utility companies where we either charge the utility company afixed
fee per bill or the utility company maintains a balance with us before the funds are used by the utility company resulting in
short-term deposits with us. In the future, we expect this facility to be a source of fee income from the utility companies and
the customers who use the service. We have a so introduced abill receipt module, which allows the customer to receive the
utility bill online.

Money2India Remittance Facility

For easy transfer of fundsto India, we have introduced Money2India, a web-based remittance facility. Non-resident
Indians can send money to over 173 locationsin India. Neither the customer nor the beneficiary needs to have an account with
us, and the remittance can be tracked on the web from origin to destination. This facility was launched in October 1999. We
charge afee for this service except where the customer sends fundsto his accounts with us, or if the beneficiary has abank
account with us.

Sawal Jawab— An Online Information Service

In order to invest in India, non-resident Indians often require information relating to financial and tax matters. To meet
this need, we have introduced a free information service called “ Sawal Jawab”. This service alows nonresident Indians to
post any query related to investment opportunitiesin India, Indian tax laws, banking and other related issues on the Internet.
Our consultant, who is an expert in the field, replies to these queries and the reply is posted on our website.

Web Brokering

ICICI launched web brokering services through its wholly owned subsidiary, ICICI Web Trade Limited, in April 2000.
This serviceinvolves the online integration of a customer’s various accounts with the ICICI group, including depositary share
accounts with ICICI, bank accounts with us and securities brokerage accounts with |CICl Web Trade. We expect this service
to significantly aid usin our effortsto acquire new customers and low cost savings deposits as we will provide each e-broking
customer with a bank account. We also expect web broking to enhance customer retention and provide opportunitiesto earn
feeincome by cross-selling other products like loans against subscriptions for initia public offerings and mutual fund units.

Credit Cards
In January 2000, we launched our credit cards by offering a VISA branded credit card to select retail customersin
Mumbai and by March 31, 2000 it was available in Delhi, Pune and Nashik. Asof March 31, 2000, we had issued 10,656
credit cards. Webelievethat:

our credit card, businesswill be one of our core retail products and will help us attract and retain customers
and generate interest and fee income;

the low penetration of credit cardsin India presents us with a significant business opportunity;
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while foreign banks today dominate the Indian credit card market, a significant segment of the Indian
population prefersto deal with an Indian financia services provider; and

our credit cards will facilitate the expansion of our retail banking activities and the ongoing devel opment of
our retail customer database with information on spending patterns, repayment patterns and credit histories.

The management of our credit card issuance, billing and other operations have been outsourced to | CICl Personal
Financial Services, asubsidiary of ICICI, on acost plus 10% basis. ICICI Persona Financia Services manages these
operations on the basis of guidelines approved by us. A comprehensive credit and operations policy has been laid down for
processing card applications and transactions. Credit approval is done by ICICI Persona Financia Services employees
seconded to us, on the basis of avariety of factors determined by us including the demographic profile of the applicant,
stability of earnings and the nature of employment. Physical verification of the applicant's details, such as residence, office
location and the documents submitted by the applicant, is carried out to ensure that only genuine applications are accepted.
Card issue, transaction processing and customer servicing are also carried out by ICICI Personal Financia Services.

We have devised an interna credit scoring model and maintain strict monitoring of repayment patterns to minimize the
risks associated with this business. There are no credit bureaus in India, but we are working closely with Visa International to
develop our fraud and risk management policies. An in-house fraud unit has been set up to detect, control and manage frauds.
We have also set up a 24 hours by seven days authorization unit which enables usto track spending patterns of card holders
and trigger alerts. Our Vision Plus software system has an elaborate delinquency management functionality, which we believe
will enable usto actively follow up on delinquent customers. Portfolio quality will be maintained with the help of advanced
technology to deliver timely information and analytics.

We arethefirst Indian company to provide credit card account information through the Internet. Our card holders have the
convenience of applying for their card, accessing card-related information, viewing their statement, checking their balance and
making payments online. Another innovation of our credit cardsisthe flexibility of the cardhol der to set different spending
limits on supplementary cards. This enables customers to control the spending of their supplementary card holders.

We offer three credit card products targeted at different customer segments.

True Blue. Positioned as an entry level offering, the True Blue card is avalue for money card. Targeted at the mass
market, the card is competitively priced with an application fee of Rs. 100 and an annual fee of Rs. 300. Interest is charged on
the amount rolled-over to the next month at 2.95% per month. The credit limit is afunction of the monthly income of the
cardholder and is subject to a maximum limit.

Serling Slver. Thiscredit card isafamily offering with afree supplementary card, along with comprehensive insurance
benefits for both primary aswell as supplementary card members. Targeted at the upwardly mobile customer, thiscard is
available at an application fee of Rs. 150 and an annual fee of Rs. 600. Interest is charged on the amount rolled-over to the
next month at 2.5% per month. The credit limit is subject to a maximum limit.

Solid Gold. The Solid Gold credit card is presently offered at a special invitation price comprising an application fee of
Rs. 300 and an annual fee of Rs. 1,200. This credit card is the only one we offer that can be used outside India. Interest is
charged on the amount rolled-over to the next month at 2.5% per month. The credit limit is subject to a maximum limit based
on the cardholder'sincome. This globally accepted card offers additional comprehensive travel insurance, as well as a Global
One Cdlling Card, which enables the holder to make telephone calls while traveling abroad.

Customers do not need to have either abank account or collateral securities with usto obtain a credit card. For customers

with abank account with us, we have the right to offset any delinquencies in the credit card account against balancesin the
bank account.

Retail Loan Products

Our retail loans were 3.30% of our gross loans at March 31, 2000. We offer credit cards, loans against time deposits and
loans against shares for subscriptionsto initial public offerings of Indian Companies. In fiscal 2001, we plan to offer auto loans
and home mortgage |oans which will be marketed through I CICI Personal Financia Services. Pursuant to an understanding
between ICICI and us, we will offer auto and home mortgage loans that qualify as priority sector lending and 1CICI, together
with ICICI Home Finance, will offer al other auto loans and home mortgage |oans. Home mortgage loans of up to Rs. 1
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million and auto loans to professionals qualify as priority sector lending. Increasing the volume of retail loanswill allow usto
diversify our asset base and will help usto meet the priority sector lending requirements specified by the Reserve Bank of
India. For more details on our loan portfolio, see “— Loan Portfolio”.

Loans Against Time Deposits

We provide overdraft and demand |oans against the security of time deposits. The loan can be up to 85.0% of the deposit
amount. Theinterest rateislinked to the interest rate on the underlying deposits and our prime lending rate.

Loans against Sharesfor Subscription to Initial Public Offerings

We make short-term loans to individual s to permit them to invest ininitial public offerings of select companies, whose
share offerings are expected to be significantly oversubscribed. These loans are secured by alien on the sharesto be alotted in
the offering.

Overdrafts and Personal Loans

We provide overdraft and personal loans to our Power Pay account holders.
Other Fee-Based Products and Services

Mutual Fund Sales

We have entered into arrangements with afew mutual funds, including Prudential 1CICI Mutua Fund, Templeton Mutua
Fund and Kothari Pioneer Mutual Fund, to distribute their products through our branches and our website, for which we earn
front-end and back-end commissions. We believe that due to the growing popularity of mutual fundsin India, this service has
the potential to generate increased fee income and strengthen customer relationships.

Depositary Share Accounts

Our parent ICICI, adepositary participant with the National Securities Depository Limited, offers depositary share
accounts to its customers through its ICICI centers. We have had an arrangement with ICICI since January 1999 whereby we
offer depositary share accountsto our customers through our branches and collect fees (including account opening fees,
transaction maintenance fees and quarterly fees) from our customers for this product, allowing usto increase our recurring fee
income, attract and retain customers and increase balances in the savings and current accounts of our customers. We are not
required to pay any feesto ICICI but pay afeeto ICICI Infotech for the processing by it of all back office transactions relating
to thisbusiness. ICICI paysthe same feesto ICICI Infotech relating to its deposi tary share account business. These depositary
share accounts hold the customer's equity securitiesthat are in book-entry form and handle purchase and sale transactions. At
March 31, 2000, ICICI had approximately 91,000 depositary share accounts, approximately 60,000 of which were our
customers depositary share accounts.

Life Insurance

The Insurance Regulatory and Development Authority Bill has been passed by the Indian Parliament. On August 5, 2000,
the government of India permitted banksto enter the insurance sector by formally specifying insurance as aform of business
that could be undertaken by them under the Banking Regulation Act, 1949. Under the Reserve Bank of India guidelines, every
bank planning to enter the insurance sector will have to seek approval from the Reserve Bank of India

From August 16, 2000, the Insurance Regulatory and Development Authority started accepting applications for licensesin
the domestic life and non-life insurance sector from the private sector, ending the monopoly of state-owned insurance
companies.

ICICI has signed a memorandum of understanding with Prudentia Insurance Pic, UK for entering the life insurance
business. Life insurance products would be distributed through the ICICI group's distribution channels including our network
of branches, subject to obtaining necessary approvals. We expect that we will not underwrite any insurance and our income
will be based on fees earned from policies distributed by us.
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Distribution Channels

We deliver our retail products and services through a variety of distribution outlets, ranging from traditional bank
branchesto ATMs and the Internet. We believe that India's vast geography necessitates a variety of distribution channelsto
best serve our customers needs. The key components of our distribution network are described below.

Branches

At March 31, 2000, we had a fully computerized network of 81 branches (including 25 corporate branches) and 16
extension countersin 47 cities. Extension counters are small offices primarily within office buildings or on factory premises,
that provide commercia banking services. Before opening a branch, we conduct a detailed study in which we assess the
deposit potentia of the area. Although the top 55 citiesin India constitute our target segmert, by having branchesin 26 out of
these 55 cities, we believe that we have achieved the basic geographic spread for our branch network. Branch locations are
largely leased rather than owned. We are in the process of centralizing back office operations at regional processing centers,
which is expected to reduce the number of employees required at the branch office, enabling usto create amore efficient
branch network. For a description of our regional processing centers, see “— Risk Management — Quantitative and
Quialitative Disclosures About Market Risk — Operational Controls and Procedures in Regional Processing Centers’.

Asapart of its branch licensing conditions, the Reserve Bank of India has stipulated that at least 25.0% of our branches
must be located in semi-urban and rural areas. A semi-urban areais defined as a center with a population of greater than
10,000 but lessthan 100,000. A rura areais defined as a center with a population of less than 10,000. The population figures
relate to the 1991 census. We have adhered to this requirement as shown in the table below. The mgjority of these branches are
located in suburbs of large cities, and some of these branches are located in areas where large corporations have their
manufacturing facilities.

The following table sets forth, for the period indicated, the number of branches broken down by area.

At March 31, 2000

Number of branches % of total
Metropolitan/urban .............cccevunne. 58 71.6
Semi-urban/rurd ..........ccooeveeeeeenee. 23 284
TOtA oo 81 100.0

Asat August 31, 2000, we had 86 branches and 16 extension counters.
ATMs

We have the largest network of ATMsin the country. Of the 175 ATMswe operated at March 31, 2000, 99 were located
a our branches and extension counters. The remaining 76 were located at the offices of select corporate clients, large
residential developments, airports and on mgjor roadsin metropolitan cities. At March 31, 2000, we had 300,500 ATM
cardholders. We currently lease a substantia portion of our ATMsfrom ICICI.

Toincrease the number of off-site ATMs, we have entered into agreements with three major public sector petroleum
companiesin India. Under these agreements, we propose to deploy ATMs at the gas station outlets of these oil companies at
strategic locations in metropolitan cities. We also proposeto install ATMs at cyber cafes and at the outlets of consumer
durable companies and retail chain stores.

By the end of fiscal 2001, we intend to expand our ATM network to 500 ATMs. At August 31, 2000, we had 249 ATMs.
The capita expenditure required to complete this expansion project is approximately Rs. 2 million per new ATM. Weintend
to lease these new ATM facilitiesfrom ICICI.

We propose to issue electronic debit cards as an associate member of VISA.

Internet

We believe that many of our corporate and retail customers demand Internet banking services as a convenient and cost
effective means of conducting financial transactions. We offer online banking services through our website.
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Market Potential of the Internet in India. In India, the delivery of banking products has traditionally been through large
physical branch networks. Rapid devel opmentsin telecommunications and the Internet are reducing the importance of physical
channels. Internet banking is relatively new in India and we believe that the market for Internet banking servicesis
underdevel oped.

The growth of the Internet in Indiawas inhibited by high costs of Internet access and an inadequate telecommunications
infrastructure. With the liberalization of the telecommunications sector and the entry of private Internet service providers, the
quality of infrastructure has improved. The International Data Corporation predicted in 1999 that the number of Internet users
in Indiawill grow from approximately 0.8 millionin 1999 to 4.5 million in 2002 and 12.3 million by 2005. Approximately 22
million persons of Indian origin live overseas and many of these persons are Internet users. India has about 175 licensed
Internet service providers, 30 of which have commenced operations. At present, there are 450,000 Internet subscribersin India.

At March 31, 1999, there were 3.2 million personal computersin India, most of which were in the corporate segment.
High telecommunications charges and high Internet access fees charged by service providers make Internet access from homes
expensive. Although the penetration of personal computersis not widespread in India, other means of Internet access are
gradually being devel oped. Cyber cafes providing Internet accessto the public are opening up in many parts of the country and
have the potential to be an important distribution channel in the future since customers can access the Internet by paying only
for actual Internet usage. Also, India has about 37 million homes having access to cable television. Theintroduction of set-top
boxes, which enable Internet access through cable television, is expected to increase the number of people having accessto the
Internet and to promoteits reach in India. We expect that in Indiathe increase in Internet usage will be driven by cyber-cafes
and cable television.

We use online banner advertising with other Internet service providers and leading Indian Internet siteslike
samachar.com, rediff.com, and indiatimes.com.

Telephone Banking Call Centers

We provide telephone banking services to our customers through our call centerslocated in Mumbai, Pune and Chennai.
In Mumbai, we have an interactive voice response system as well as call agents, whereas in Chennai and Pune, we only have
call agents. These call centerswork for 24 hours aday, 7 days aweek and are managed by ICICI Persona Financial Services.
We pay ICICI Personal Financial Serviceson the basis of the call volume. We launched the Mumbai call center in September
1999, the Pune call center in January 2000 and the Chennai call center in March 2000. At March 31, 2000, about 15,000 of our
customers had registered for the telephone banking service. The Mumbai call center currently handles about 4,000 calls a day,
which includes service cals, and other inbound and outbound marketing calls. Currently, long distance telecommunications
tariffs and regulations do not make a centralized call center attractive. We expect that with continued liberalization and
convergence taking place in the telecommunications sector, we will then consolidate the call centersinto two or three regional
centers.

Our customer information file is extensively used at the telephone banking call centers. This database issues aunique
relationship number to each customer rel ationship that enables the call agent to cross-sell other products to the customer. For
example, if acustomer callsto pay hislast auto loan installment, this database will signal the call agent to sell him either aloan
to upgrade the car, amortgage, atax saving investment product or arecurring deposit. Softwareis being tested that, when
operational, will display on the call agent's screen the product to be cross-sold to the customer.

Franchisee Network

Our parent ICICI has an unaffiliated franchisee network to sell the retal products of the ICICI group. These agents market
the ICICI group's products exclusively and are not expected to market or act on behalf of any of our competitors. Agents are
dedicated to aparticular line of products and receive afee based on the volume of business and the number of client
relationships generated. We use the same franchisee network for distributing our retail deposit products. They supplement our
growing network of branches and other electronic delivery channels and enable us to achieve deeper penetration by offering
doorstep account opening facilities to the customer.

Mobile Phone Banking

We launched mobile phone banking in Mumbai and New Delhi in March 2000. Thiswill enable our savings account and
credit card customersto view their account details on their mobile phone. We arein the process of finalizing agreements with
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severa telecommunication companiesto provide the service in other citiesin India. We plan to introduce wireless application
protocol based technology over time to provide our customers with greater functionality.

Treasury

Through our treasury operations, we seek to manage our balance sheet including the maintenance of required regulatory
reserves and to optimize profits from our trading portfolio by taking advantage of market opportunities using funds acquired
from the inter-bank markets and corporate deposits. Our trading portfolio includes our regulatory portfolio asthereisno
restriction on active management of our regulatory portfolio.

General

Dueto regulatory requirements, a substantial portion of our trading portfolio consists of government of India securities. At
March 31, 2000, government of India securities represented 95.3% of our trading portfolio while the remainder included
domestic debt and equity securities and foreign currency assets.

Under the Reserve Bank of India's statutory liquidity ratio requirement, we are required to maintain 25.0% of our total
demand and time liabilities by way of approved securities, such as government of India securitiesand state government
securities. We maintain the statutory liquidity ratio through a portfolio of government of India securities that we actively trade
to optimize the yield and benefit from price movements to increase our trading income from this portfolio.

Under the Reserve Bank of India's cash reserve ratio requirements, we are also required to maintain 9.0% of our demand
and time liabilities in a current account with the Reserve Bank of India. The Reserve Bank of Indiapays no interest on these
cash reserves up to 3.0% of the demand and time liabilities and pays 4.0% on the balance. In calculating the cash reserve ratio
requirement, we exclude the following liabilities from demand and time liabilities:

inter-bank liabilities;
liabilitiesto primary dedlers;
depositsfrom norresident Indians, both repatriable and non-repatriable deposits;
foreign currency deposits from non-resident Indians; and
refinancing from the Reserve Bank of India and other institutions permitted to offer refinancing to banks.
For further discussion of these regulatory reserves, see Supervision and Regulation — Legal Reserve Requirements’.
As part of our treasury activities, we maintain proprietary trading portfolios in domestic debt and equity securitiesand in
foreign currencies. We have alimited equity portfolio because the Reserve Bank of Indiarestricts our incremental investment
in equity securitiesin afiscal year to 5.0% of the increasein depositsin the previousfisca year.
Our treasury engages in domestic and foreign exchange operations from a centralized trading floor in Mumbai. We
believe that our dealing room is one of the best in Indiain terms of technological capability and skills. The infrastructure
includes the latest voice systems and electronic dealing terminals with accessto real time market information feeds. We are

upgrading our decision support systems.

The treasury has access to the ICICI group's research teams that regularly track the debt, equity and currency markets.
This helps us to respond quickly to capitalize on market opportunities.

Thetreasury consists of two parts, domestic treasury and foreign exchange treasury. At March 31, 2000, our domestic
treasury represented 77.2% of our treasury assets and our foreign exchange treasury represented 22.8% of our treasury assets.

Domestic Treasury

Our domestic treasury manages our liquidity and regulatory reserves with an objective of optimizing yield on our
investment portfolio. It undertakes transactions in both fixed income securities and equity securities. Our trading portfolio
consists mainly of fixed income securities. At March 31, 2000, fixed income securities were 95.8% of our trading portfolio.
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Our investment policy, approved by our board of directors, wasingtituted in June 1994 and is updated periodically. This
investment policy sets out the broad guidelinesfor transactions in securities and incorporates the various regul atory
requirements. These guidelines include severa checks on risk, including a duration limit, holding period limits and stop-loss
limits. Our investment policy vests the Investment Committee, dealers and other officers with different levels of authority for
investment decisions. For amore complete description of our investment policy, see “— Risk Management — Quantitative
and Qualitative Disclosures About Market Risk — Market Risk Management Procedures’.

Liquidity management involves maintaining an optimum level of liquidity and complying with the cash reserveratio. The
objective isto ensure the smooth functioning of al our branches and at the same time avoid the holding of excessive cash. Our
domestic treasury maintains a balance between interest-earning liquid assets and cash to optimize earnings.

Reserve management involves maintai ning statutory reserves, including the cash reserve ratio and the statutory liquidity
ratio.

Our securities are classified into two categories, trading securities and available for sale securities. Trading securities
constitute amajor portion of our portfolio. The following table sets forth, for the periods indicated, certain information related
to our trading portfolio.

At March 31,
1998 1999 2000

(in millions)
Government of India securities.......... Rs. 6,987 Rs. 14,449 Rs. 26,903 uss 617
EQuity SECUNtI€S......ccvevvereereceerereeene 101 198 90 2
Mutual fundsunits.........cceeeveeveeveenenee. — — 779 18
Commercial paper and certificates of
(015 07015 ) S 222 750 147 3
TOtA .o Rs. 7,310 Rs. 15,397 Rs. 27,919 UsS$ 640

Thefollowing table setsforth, for the periodsindicated, certain information related to interest and divi dends on trading
securities, net gain from the sale of these securities and unrealized gain/(loss) on these securities.

Year ended March 31,

1998 1999 2000
(in millions)
Interest and dividends.........ccoccvevenene Rs. 865 Rs. 2,247 Rs. 3,073 uss 70
Gain on sale of trading securities....... 274 111 936 22
Unrealized gain/(loss) on trading
SECUMHIS......veeereeeeeeeeeeeseeeeesenenes (127) 23 (79) @
TOE oo Rs. 1,012 Rs. 2,381 Rs. 3,930 Uss 90

In addition to trading securities, we also hold available for sale securities, primarily corporate debt securities. The
following tables set forth, for the periodsindicated, certain information related to our available for sale securities.

At March 31,
1997 1998
Gross Gross Gross Gross
Amortized unrealized unrealized Amortized unrealized unrealized
cost gain loss Fair value cost gain loss Fair value
(inmillions)
Corporate debt securities.. Rs. 580 — Rs. (9 Rs. 571 Rs 1,117 Rs. 33 Rs. (14) Rs. 1,136
Government of India
SECUNHIeS .....cvovveeenn. 3,156 — (19 3,146 59 1 — 60
Total debt securities......... 3,736 — (19 3,717 1,176 34 (14) 1,196
Mutual fund securities ..... — — — — 280 — — 280
Total..ooooeeieeeeeeeeeee Rs. 3,736 — Rs. (19) Rs. 3,717 Rs. 1,456 Rs. 34 Rs. (14) Rs. 1,476
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At March 31, 1999 At March 31, 2000

Gross Gross Gross Gross
Amortized unrealized unrealized Amortized unrealized unrealized
cost gain loss Fair value cost gain loss Fair value
(in millions)

Corporate debt

securities............ Rs. 286( Rs — — Rs. 2,860 Rs. 2,540 Rs. 34 — Rs. 2574 US$ 59
Government of India

securities........... e 50 — 825 914 89 — 1,003 23
Total debt securities 3,63t 50 — 3,685 3,454 123 — 3,577 82
Mutual fund

securities........... 26¢ 12 — 278 1,146 — (14) 1,132 26
Total...o.covevvren Rs. 3,901 Rs. 62 — Rs. 3963 Rs. 4,600 Rs. 123 Rs. (14) Rs. 4,709 US$ 108

The following table sets forth, for the periodsindicated, an analysis of the maturity profile of our investmentsin corporate
debt securities classified as available for sale securities and the yields thereon.

At March 31, 2000

Up to oneyear Onetofiveyears Fivetoten years Morethan ten years
Amount Yield Amount Yield Amount Yield Amount Yield
(inmillions)
Corporate debt securities...... Rs. 403 1044% Rs 1,563 10.59 % Rs. 554 11.22 % Rs. 54 14.14%
Other debt securities............ — — — — — — — —
Total interest-earning
SECUMtI€Se oo Rs. 403 10.44% Rs. 1,563  10.59 % Rs. 554 11.22 % Rs. 5 14.14%
Total amortized cost ............ Rs. 399 Rs. 1,548 Rs. 543 Rs. 50
Total market value............... 403 1,563 554 54

Foreign Exchange Treasury
Our foreign exchange treasury manages our foreign currency exposures, offers foreign exchange and risk hedging
derivative products to our customers and engagesin proprietary trading of currencies. At March 31, 2000, our foreign
exchange treasury represented 22.8% of our treasury assets.

The foreign exchange treasury tracks balances on areal time basisto optimize theyield on funds acrossall currencies,
using foreign exchange swaps and short-term deposits with correspondent banks.

We ded in 15 magjor foreign currencies and we take deposits from nonresident Indiansin four major foreign currencies.
We also manage onshore accountsin foreign currencies. The foreign exchange treasury manages its portfolio through money
market and foreign exchange instruments to optimize yield and liquidity.

We control market risk and credit risk on our foreign exchange trading portfolio through an internal model which sets
counterparty limits, stop-losslimits and limits on the loss of the entire foreign exchange trading operations and exception
reporting. We also use avalue at risk model to monitor our spot positions.

Customer Foreign Exchange

We provide customer specific products and services and risk hedging solutionsin 15 currencies to meet the trade and
service-related requirements of our corporate clients. The products and services offered include:

spot foreign exchange for the conversion of foreign currencies without any value restrictions;

forward foreign exchange for hedging future receivables and payables, without any value restriction, up to a
maximum period of three years; and

foreign exchange and interest rate derivatives for hedging long-term exposures.

We earn commissions on these products and services from our corporate customers.
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Proprietary Trading in Currencies

We are activein the proprietary trading of currencies and are among the few Indian banks to be approved by the Reserve
Bank of Indiato initiate cross currency positions abroad. Our trading is focused on US dollar, the Euro, the Japanese yen and
the UK pound sterling. The average monthly inter-bank volumes for fiscal 2000 was US$ 3,262 million, up from US$ 1,764
million in fiscal 1999.

Thefollowing table setsforth, for the periodsindicated, our growth in trading volumein various segments of our foreign
exchange operations.

Year ended March 31,
1998 1999 2000

(in billions, except number of currencies and nostro accounts)

Trading volume:

Inter-bank .........ccceenene. Rs. 4226 Rs. 8987 Rs. 14027 uss 321

Merchants.........ccceuene. 38.8 574 129.8 30
Total trading volume....... Rs. 4614 Rs. 956.1 Rs. 1,532.5 Uuss 351
Size of foreign currency

BOOK......ooererrrerereeeereeee Rs. 590 Rs. 866 Rs. 1908® uUsSs  4.44
Number of currencies...... 12 15 15
Number of nostro

CCOUNES....coeeeenrecenens 14 20 22

(1) IncludesRs. 7.6 hillion (US$ 175 million) of proceeds raised from our ADS offering in March 2000.
Funding

Our funding operations are designed to ensure both stability of funding and effective liquidity management. The primary
source of funding is deposits raised from corporate customers, which were 69.0% of total deposits at March 31, 2000. Retail
deposits, which provide a cheaper source of funds, are the other source of deposits and represented 31% of total deposits at
March 31, 2000. We expect retail deposits to account for agreater share of depositsin the future as aresult of our improved
market presence. We constantly monitor our funding strategy with a view to minimizing funding costs and matching maturities
with our loan portfolio.

Total Deposits
The following table sets forth, for the periods indicated, our average outstanding deposits based on daily balances and the

percentage composition by each category of deposits. The average cost (interest expense divided by average of daily balances)
for each category of depositsis provided in the footnotes.

Year ended March 31,

1997 1998 1999 2000
Amount % of total Amount % of total Amount % of total Amount % of total
(in millions except per centages)

Non-interest-bearing Rs. 2,170 219% Rs. 3,399 18.3% Rs. 3,539 9.0% Rs. 7,428 11.0%
demand deposits..............
Savings deposits(l) .......... 34 3.0 815 4.4 1,569 4.0 3,530 53
Time deposits(2)............... 7,449 75.1 14,325 77.3 34,347 87.0 56,351 83.7
Total.veeeeeeecceee e Rs. 9,923 100.0% Rs. 18,539 100.0% Rs. 39,455 100.0% Rs. 67,309 100.0%

(1) With an average cost of 3.29% in fiscal 1997, 3.44% in fiscal 1998, 3.44% in fiscal 1999 and 3.34% in fiscal 2000.
(2) With an average cost of 12.91% in fiscal 1997, 11.10% in fiscal 1998, 10.64% in fiscal 1999 and 10.06% in fiscal 2000.

For a breakdown of our corporate deposits, see “— Corporate Banking — Corporate Deposits’, and for a breakdown of
our retail deposits, see“ — Retail Banking — Deposits”.
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Short-Term Borrowings

Thefollowing table setsforth for the periodsindicated, certain information related to our short-term rupee borrowings
from banks, primary dealers and financial institutions, excluding deposits.

Year ended March 31,(1)

1997 1998 1999 2000
(in millions, except per centages)
Period end balance..........cccoeeeeeeicicicieienns Rs. 100 Rs. 1500 Rs. 325 Rs. 4,109
Average balance during the period(2)........ 1,024 1,250 2,193 5,264
Maximum month-end balance.................... 2,476 3,195 3,968 9,710
Averageinterest rate during the period(3). 12.70% 14.56% 10.31% 11.84%
Averageinterest at period end(4) ............... 7.00 10.30 10.64 7.37

(1) Short-term borrowings include trading liabilities, such as borrowingsin the call market and repurchase agreements.
(2) Average of daily balances outstanding.

(3) Representstheratio of interest expense on short-term borrowings to the average of daily balances of short-term
borrowings.

(4) Representstheweighted average rate of the short-term borrowings outstanding at fiscal year-end.
Other Sources of Funds

We al'so obtain funds from the issuance of subordinated debt securities. In May 1998, weissued Rs. 1.0 billion of
subordinated debt due August 2003, and in January 1999, we issued an additional Rs. 680 million of subordinated debt due
April 2006. Thisdebt is classified as Tier 2 capital in calculating our capital adequacy ratio. Under the Reserve Bank of Indids
capital adequacy requirements, we are required to maintain aminimum ratio of capita to risk adjusted assets and off-balance
sheet items of 9.0% (effective March 31, 2000), at least half of which must be Tier 1 capital. Total subordinated debt classified
as Tier 2 capital cannot exceed 50.0% of Tier 1 capital. For adiscussion of our cgpital adequacy ratios, see “Management's
Discussion and Analysis of Financial Condition and Results of Operations— Capital”.

L oan Portfolio

At March 31, 2000, our grossloan portfolio, which includes our holdings of corporate debt instruments and preferred
stock, was Rs. 47.7 hillion (US$ 1.1 billion) and represented approximately 1,500 loans outstanding. Corporate debt
instruments and preferred stock amounted to Rs. 10.5 billion (US$ 241 million) at March 31, 2000, or 22% of our gross loans.
Very littletrading existsin these corporate debt securities, but we believe that as the secondary debt marketsin India become
more active, lenders will be able to more easily sell these corporate debt securities, thereby allowing for better management of
mismatches in the maturity of assets and liabilities and providing additional liquidity. Almost al of our loansareto Indian
borrowers.

For adescription of our corporate and retail loan products, see “— Corporate Banking — Loan Products’ and “— Retail
Banking — Credit Cards’; and “— Retail Banking — Retail Loan Products’.

Thefollowing table setsforth, for the periods indicated, our gross loan portfolio classified by product group.

At March 31,
1997 1998 1999 2000
(in millions)
Working capital ..........ccccvevrererrnnne. Rs. 6,705 Rs. 9,256 Rs.17,508 Rs.31,576 Uss 723
Term 0anS(L) ...cccevvereeerereieieieieinns 1,477 3,344 9,859 14,635 335
Retail 10ans........cccovieieeniiiienns 380 590 1,110 1,553 36
Grossloans.........cocoveenenenenenesesennens Rs. 8,562 Rs.13,190 Rs.28,477 Rs.47,764 US$1,094
Of which:
Corporate debt i nstruments and
preferred stock........ovveveenene Rs. 153 Rs. 1,424 Rs. 6,762 Rs.10,532 US$ 241
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(1) Includes corporate debt instruments, preferred stock and lease finance products. We had lease finance of Rs. 305 million
(US$ 7 million) at March 31, 2000, representing 0.6% of our grossloans. In 1995-1996, we offered lease financing to a
limited number of customers due to certain tax advantages to us from these transactions. We discontinued al of our lease
finance activitiesin fiscal 1998 once the Indian tax authorities disputed thistax treatment. For a discussion of this dispute,
see“— Lega and Regulatory Proceedings’.

Shift in Customer Focus

Over the past year, consistent with our strategy of focusing on quality growth opportunities, we have concentrated on
financing large, highly rated corporations by taking advantage of the corporate relationships of the ICICI group. The following
table setsforth, for the periods indicated, the volume of our corporate loan outstanding to new customers broken down by the
revenues of these new customers. This table demonstrates the ongoing shift in our loan portfolio from small to medium-sized
enterprisesto large corporations.

Year ended March 31,

1999 2000
Loan Loan
Number of outstanding to Number of outstanding to
Revenues companies new customers % of total companies new customers % of total

(in millions, except number of companies and per centages)
Below Rs. 5 million.................. 6 Rs 36 0.6% 13 Rs. 30 0.3%
Rs. 5to 100 million................... 34 562 10.3 54 538 49
Rs. 100 to 1,000 million........... 50 1,003 185 98 1,621 14.8
Rs. 1t0 10 billion.......ccccceeuneeee 29 3,107 57.2 89 6,527 594
Rs. 10to 20 billion.........cccc....... 2 231 42 9 1,054 9.6
AboveRs. 20 billion................. 3 488 9.2 7 1,209 11.0
TOtE oo 124 Rs. 5,427 100.0% 2/0 Rs. 10,979 100.0%

Collateral — Completion, Perfection and Enforcement

Our loan portfolio consists predominantly of working capital loans. These loans are typically secured by afirst lien on
current assets, which normally consist of inventory and receivables. Additionally, in some cases, we may teke further security
of afirst or second lien on fixed assets, a pledge of financia assets like marketable securities, corporate guarantees and
personal guarantees. These security interests are perfected by the registration of these interests within 30 days with the
Registrar of Companies pursuant to the provisions of the Indian Companies Act. This registration amounts to a constructive
public notice to other business entities. At March 31, 2000, 69.6% of our gross|loanswere secured. In general, our loans are
over-collateralized. In India, there are no regulations stipulating any loan-to-collateral limits.

In India, foreclosure on collateral generally requires awritten petition to an Indian court. An application, when made, may
be subject to delays and administrative requirements that may result, or be accompanied by, a decrease in the value of the
collateral. These delays can last for several years|eading to deterioration in the physical condition and market value of the
collateral. In the event a borrower makes an application for relief to a specialized quasi-judicial authority called the Board for
Industrial and Financia Reconstruction, foreclosure and enforceability of collateral is stayed. For adiscussion of the activities
of the Board for Industrid and Financial Reconstruction, see “Republic of India— The Indian Economy — L egidative
Framework for Restructuring Sick Companies’.

We recognize that our ability to realize the full value of our collateral in respect of current assetsis difficult, dueto,
among other things, delays on our part in taking immediate action, delaysin bankruptcy foreclosure proceedings, defectsin the
perfection of collateral and fraudulent transfers by borrowers. However, cash credit facilities are so structured that we are able
to capture the cash flows of our customersfor recovery of past due amounts. In addition, we have aright of set-off for amounts
due to us on these facilities. Also, we monitor the cash flows of our working capital l0an customers on adaily basis so that we
can take any actions required before the loan becomes non-performing. On a case-by-case basis, we may aso stop or limit the
borrower from drawing further credit from its facility.

Most of our corporate borrowers having large working capita requi rements borrow from more than one bank either under
a consortium arrangement or under a multiple banking arrangement. Under a consortium arrangement, the financing banks

49



formally decide on the credit proposal of the company and decide how the funding shoul d be distributed among the consortium
banks. A lead bank, usually the bank providing the largest share of the overall credit, is appointed under a consortium lending
arrangement. The lead bank coordinates credit appraisals, execution of joint documents, regular review meetings and security
inspections.

Under a consortium arrangement, typically the security isin the form of afirst lien on current assets, which is shared on a
proportionate basis among the participating banks. Theoretically, amember can exit from a consortium, with its share taken
either by an existing member or by induction of anew member in the consortium. However, in the case of a non-performing
loan, this exit routeis generally not available since the other members of the consortium are not likely to take up additional
credit that isimpaired. Further, amember is generaly not allowed to take recovery action independent of the consortium in the
case of anon-performing loan. Hence, recovery from non-performing companies that are under a consortium arrangement may
be delayed.

Under amultiple banking arrangement, each bank stipulatesits own terms and obtains distinct and identifiable collateral.
Individual documents are also obtained and requisite liens created. Unlike a consortium arrangement lending, in amultiple
bank or sole bank lending, we can independently pursue recovery of past due amounts either through full cash recovery, a
negotiated settlement or alega suit. At March 31, 2000, loans with consortium arrangements accounted for 33.2% of our
gross non-performing loans, loans with multiple bank arrangements accounted for 41.8% of our gross non-performing loans
and sole bank lending accounted for 25% of our gross non-performing loans.

Loan Concentration

Pursuant to the guideli nes of the Reserve Bank of India, our credit exposure to individual borrowers must not exceed
20.0% of our capital funds calculated under Indian GAAP (effective April 1, 2000).

Our exposure to agroup of companies under the same management control must not exceed 50.0% of our capital funds
unless the exposure isin respect of an infrastructure project. In that case, the exposure to agroup of companies under the same
management control may be up to 60.0% of our capital funds. Pursuant to the Reserve Bank of India guidelines, an exposureis
calculated as the sum of 100.0% of the committed funded amount or the outstanding funded amount, whichever is higher, and
50.0% of the committed non-funded amount or the outstanding non-funded amount, whichever is higher. Our loan exposures
to individual and group borrowers have been generally within the percentages prescribed by the Reserve Bank of India based
on the capital funds calculated under Indian GAAP. In exceptiona cases, where we have exceeded these percentages, we have
obtained the approval of the Reserve Bank of Indiaas required.

Wefollow apolicy of portfolio diversification and evaluate our total financing exposure in a particular industry in light of
our forecasts of growth and profitability for that industry. Our risk management department monitors all mgjor sectors of the
economy and specifically follows industries in which we have credit exposures. We respond to any economic weaknessin an
industrial segment by restricting new credits to that industry segment and any growth in an industrial segment by increasing
new credits to that industry segment, resulting in active portfolio management.
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Thefollowing table setsforth, for the periods indicated, our gross loans outstanding by the borrower'sindustry or
economic activity and as a percentage of our gross loans.

At March 31,
1997 1998 1999 2000
(In millions, except
per centages)

AGHCUIUIE ..o Rs. 252 3.0% Rs. 501 3.8% Rs. 675 2.4% Rs. 1520 US$ 34 3.2%
Auto including trucks..........c.ccoverenne. — — 600 45 1,006 35 1,680 38 35
COMENt ...t 60 0.7 170 13 540 1.9 1,124 25 23
Chemicals, drugs and

Pharmaceuticals.........cooueeveuriereererieneens 490 5.7 1,092 8.3 2,420 85 5,772 132 12.0
Computer SOFtWare............coeeeeeeverneen — — 230 17 460 16 823 19 17
CONSLIUCEION(L)....eovrerrirereiceerneieens 510 6.0 770 5.8 740 2.6 882 20 18
El€CHICItY.ovoveervceereereeeeseieeeineeas 470 55 540 41 1,488 5.2 2,784 64 5.8
FINaNCe......coeveeerieese e 890 104 780 5.9 1,949 6.9 6,113 140 128
Ironand stedl ........coovvvecncnencrnenns 380 44 460 35 620 22 703 16 14
Other metals and metal products......... 220 2.6 330 25 1,370 4.8 1,269 29 2.7
Light manufacturing.............ceeeereeneens 1,280 149 1,300 9.9 2,800 9.8 4,895 112 103
Other personal loans..... 380 4.4 590 45 1,110 39 1,553 36 33
Paper and paper products.. 150 18 240 18 373 13 745 17 16
TEXUIES ..o 860 10.0 1,170 8.9 1,405 49 1,600 38 34
TraNSPOM ..o 230 2.7 360 2.7 159 0.6 1,686 39 3.6
Other induStries(2) .......cveevevneeeeeeneens 2,390 27.9 4,057 30.8 11,362 39.9 14,615 334 30.6
Gross 0anS.......c.ceveeerneererneeiennees Rs. 8,562 100.0% Rs. 13190  100.0% Rs. 28477 100.0% Rs. 47,764  US$ 1,093 100.0%

(1) Includes engineering, procurement and construction projects and building construction.
(2) Includesover 40 different industries with no industry constituting more than 3.0%.

At March 31, 2000, no single industry accounted for more than 15.0% of our gross loan portfolio.

In fiscal 1998 and 1999, there was an increase in the proportion of assetsin the chemicals, drugs and pharmaceutical s and
other metals and metal products sectors, while there was a decrease in the proportion of assetsin the construction, iron and
steel, and textiles sectors.

In fiscal 2000, there was an increase in the proportion of our assets in the finance, chemicals, transport, agriculture and
light manufacturing sectors while there was a decrease in the proportion of our assets in the construction, textiles, iron and
stedl, other metals and metal products sectors.

Our 10 largest loan exposures at March 31, 2000 totaled approximately Rs. 4.9 billion (US$ 112 million) and represented
10.3% of our total grossloan portfolio. The largest group of companies under the same management control accounted for
approximately 1.7% of our portfolio.

Non-Performing L oans

The following discussion on hon-performing loansis based on US GAAP. For classification of non-performing loans
under Indian regulatory requirements, see “ Supervision and Regulation”.

I mpact of Economic Environment

The Indian economy was adversely affected by negative trends in the global marketplace, particularly in the commodities
markets, in fiscal 1998 and 1999, which caused a dowdown in the industrial sector. The Indian industrial sector has been
subject to increasing competitive pressures, and Indian corporations have had to respond to these pressures through a process
of restructuring and repositioning. This restructuring processis taking place in several industries, primarily in sectors where
many small, unprofitable manufacturing facilities have existed, principaly the iron and steel and textilesindustries. This has
led to adecline in the operating performance of Indian corporations and the impairment of related |oan assets in the financial
system, including some of our assets. In fiscal 2000 gross non-performing loans decreased primarily due to recoveries and
write-offs.
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Indiaimports over 70% of its requirements of petroleum products. The sharp increasein globa prices of these products
during the last few months, combined with the Reserve Bank of Indids decision to raise the bank rate by 100 basis pointsin
July 2000, islikely to adversely impact the Indian economy in general. The decrease in gross non-performing loans reported
in thisannual report for fiscal 2000 may not be repeated in fiscal 2001.

At March 31, 2000, our gross non-performing loans as a percentage of gross loan assets was 3.0% and our gross non
performing loans net of valuation allowances as a percentage of net loan assetswas 1.4%. We have made total valuation
allowancesfor 59.6% of our gross non-performing loans on which we have made valuation alowances. These alowances are
based on the expected realization of cash flows from these assets. We cannot, however, assure you that our provisions will be
adequate to cover any further increase in the amount of nonperforming loans or any further deterioration in our non-
performing loan portfolio. We had not made valuation allowances on 115% of our gross non-performing loans at March 31,
2000 based on the fact that the discounted cash flows from these borrowers were sufficient to cover the entire exposure of
these loans. At March 31, 2000, we had 47 non-performing loans outstanding of which the top ten represented 63.2% of all
non-performing loans and 1.9 % of our gross loan portfolio.

Thefollowing tables set forth, for the periodsindicated, certain details of our gross non-performing portfolio.

At March 31, % of total at
1997 1998 1999 2000 March 31, 2000
(in millions, except per centages)

Non-performing working

capital loans............. Rs. 66 Rs. 558 Rs. 1,158 Rs. 1127 US$ 26 79.5%
Non-performing term loans

.................................. 121 46 236 61 1 43
Non-performing leaseloans

.................................. — — 144 185 5 13.0
Non-performing corporate

debt instruments(1) . — — 75 45 1 3.2
Gross non-performing loans

.................................. Rs. 187 Rs. 604 Rs. 1613 Rs. 1418 US$ 33 100.0%
Gross non-performing loans

without valuation

allowances(2)........... Rs — Rs. 26 Rs. 466 Rs. 163 US$ 4
Gross non-performing loans

with valuation

alowances(3)........... 187 578 1,147 1,255 29
Total vauation allowances 187 425 880 748 17
Non-performing loans net

of valuation allowances — 179 733 670 16
Grossloan assets......... 8,562 13,190 28477 47,764 1,094
Net |oan assats............. 8,375 12,765 27597 47,016 1,077

(1) Includes debentures, preferred stock and bonds.

(2) Includes non-performing loans on which we have not made a valuation allowance.

(3) Includes non-performing loans on which we have made a valuation allowance.
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At March 31,

1997 1998 1999 2000
(in percentages)

Gross non-performing loans as a percentage of grossloan assets........ 2.2% 4.6% 5.7% 3.0%
Gross non-performing loans with valuation allowances as a

percentage Of gross10an @SSEtS ........ovvvvvvvvnr s 2.2 4.4 4.0 2.6
Nonperforming loans net of valuation allowances as a percentage of

NEL [OAN @SSELS......cececvrirereiciei i — 14 2.7 14
Total valuation allowances as a percentage of non-performing loans

With valuation allOWaNCES...........cceverierrrreee e 100.0 735 76.7 59.6

Recognition of Non-Performing Loans

We identify loans as non-performing and place them on anonraccrual basis once we determine that interest or principal is
past due beyond specified periods or that the payment of interest or principal is doubtful. Regarding interest or principal that is
past due beyond specified periods, we classify loans as non-performing when interest or principal is past due for 180 days
(typically two payment periods). We may consider the payment of interest or principal to be doubtful if the borrower has
ceased operations or hasincurred cash |osses and the probability of revival is uncertain or the borrower'sindustry is under
stress. We provide for loan losses based on our internal subjective assessment of the possibility of recovery of such loans
based principally on the realizable value of cdllateral and the discounted value of future cash flows.

We do not recognize interest on non-performing loans or credit interest to our income account unlessit is collected. Any
interest accrued and not received on non-performing loansis reversed and charged against current earnings. We return non-
performing loansto accrua status when all contractual principa and interest amounts are reasonably assured of repayment
and, in the case of term loans, there is a sustained period of repayment performance in accordance with the contractual terms
for at least one year.

Our non-performing loans, net of allowances for credit losses decreased by Rs. 63 million (US$ 1.4 million) in fiscal 2000
to Rs. 670 million (US$ 16 million) at March 31, 2000. Net non-performing loans were 1.4% of our total net loan assets at
March 31, 2000 compared to 2.7% at March 31, 1999. Non-performing loans as a percentage of net loans declined in fiscal
2000 primarily dueto an increase in loan assets, the write-off of hard core non-performing loans of Rs. 559 million and
recovery of Rs. 76 million.

Under Indian GAAP, net non-performing loans outstanding (determined in accordance with the Reserve Bank of India
guidelines applicable at that time) decreased from Rs. 608 million (US$ 14 million) at March 31, 1999 to Rs. 559 million (US$
13 million) at March 31, 2000. For a description of the differences between Indian GAAP and US GAAP, see “Significant
Differences between Indian GAAP and US GAAP".

Analysis of Non-Performing Loans by Directed Lending Sector

In lending as required under Indian directed lending requirements, we follow the same credit risk assessment and credit
approval processes asin all our lending. In view of the possibility of higher incidence of asset impairment in directed lending
relative to nondirected lending, we maintain the option of fulfilling our priority sector obligations by making deposits with
Indian devel opment banks since these yield a better risk adjusted return on capital, though the nominal returns are much lower
than in making loans.
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Thefollowing table setsforth, for the periodsindicated, our gross loans and our gross non-performing loans by segment and our gross non-performing loans
as apercentage of our gross loans in the same segment

At March 31,
1997 1998 1999 2000
Non- Non- Non-
Performing Performing Performing
GrossLoans Loans % GrossLoans Loans % GrossLoans Loans % GrossLoans Non-Performing L oans %
(in millions, except per centages)

Directed

Lending:

Agriculture............. Rs. 252 Rs. 10 40% Rs. 501 Rs. 3 6.6% Rs. 675 Rs. 96 142% Rs. 1520 Rs. N USs 2 5.9%
Small scale

industries................ 1,860 37 2.0 2,753 170 6.2 3,510 209 6.0 5,958 154 4 2.6
(111 SR 1,708 19 11 2,419 4 1.8 4,500 100 2.2 2,662 112 3 4.2
Total directed

lending.......cccovveenee 3,820 66 1.7 5,673 247 4.4 8,685 405 4.7 10,140 356 9 35
Non-direct lending...... 4,742 121 2.6 7,517 357 4.7 19,792 1,208 6.1 37,624 1,062 24 2.8
Total ..o Rs. 8562 Rs. 187 22% Rs. 13,190 Rs. 604 46% Rs. 28,477 Rs. 1,613 57% Rs. 47,764 Rs. 1418 US$ 33 3.0%
Allowance for

credit losses.......... Rs. (187) Rs. (425) Rs. (880) Rs. (748) US$ (17)
Net non-

performing

10aNS....covveeerierenens Ya M Rs. 733 Rs. 670 US$ 16

As shown by these tables, the quality of our directed lending portfolio is similar tothe quality of the rest of our loan portfolio. At March 31, 2000, non-

performing loansin the directed lending sector as a percentage of gross loans was 3.5% and non-performing loansin the other sectors as a percentage of gross

lonas was 2.8%.

Analysis of Non-Performing Loans by Product

Thefollowing tables set forth, for the periodsindicated, our non-performing loans by product, and as a percentage of our hon-performing loans.

Cash credits/demand loans.
Bill discounting
Term loans
L ease finance

Corporate debt instruments....
Total non-performing loans.............
Allowance for credit losses ....
Net non-performing loans
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At March 31,
1998 1999 2000
(in millions, except per centages

Rs. 66 353% Rs. 537 889% Rs. 1,130 701 Rs. 1,085 Uss 25 76.6%
Y Ya 21 35 28 1.7 42 1 2.9
121 64.7 46 7.6 236 14.7 61 1 4.3
Y Ya Ya Ya 144 8.8 185 5 13.0
Y Ya Ya Ya 16 4.7 45 1 3.2
Rs. 187 100.0% Rs. 604 100.0% Rs. 1,613 100.0% Rs. 1,418 USs$ 33 100.0%

Rs. (187) Rs. (425) Rs. (880) Rs. (748) US$ 17)

Ya Rs. 179 Rs. 733 Rs. 670 Uss 16



Although lease finance represented 0.6% of our gross loans at March 31, 2000, it represented 13.0% of our gross
non-performing loans. In fiscal 1996, we offered lease financing to alimited number of small and medium-sized
companies because we gained certain tax advantages from these transactions. We discontinued these activitiesin 1998
after the Indian tax authorities disputed thistax treatment. For adiscussion of this dispute, see “— Legal and
Regulatory Proceedings’. Dueto the small size of these borrowers and their concentration in industry sectors that
have experienced a dowdown, such as the textiles sector, we believe that our gross non-performing loans are greater
for thistype of exposure compared to others.

Analysis of Non-Performing Loans by I ndustry Sector

Thefollowing table sets forth, for the periodsindicated, our non-performing loans by borrowers industry or
economic activity and as a percentage of our loansin the respective industry or economic activity sector.

At March 31,
1997 1998
Non- Non-
performing performing
Grossloans loans % Grossloans loans %
(in millions, except per centages)

AQriCUITUIE. ... Rs. 252 Rs. 10 40% Rs. 501 Rs. 3 6.6%
Auto including trucks — — — 600 — —
COIMENE ... 60 — — 170 — —
Chemicals,

drugs and pharmaceuticals...........ccccoeereeeniennee. 490 — — 1,092 58 53
Computer software........... — — — 230 — —
CONSEIUCLION ... e 510 — — 770 24 31
EIECHTICIY .vvv et 470 — — 540 — —
FINANCE ...t 890 — — 780 — —
11oN and SEEEL......ccvviiiiiiiie e 380 — — 460 56 12.2
Other metals and metal products..........cccccevvennee. 220 — — 330 — —
Light manufaCturing.........ccceeevvevivreneeiiie e 1,280 148 11.6 1,300 99 7.2
Other persond 10anS .........cccoeeieriieeiiienieeee e 380 — — 590 — —
Paper and paper products..........ccccveeveeieeineennnnnn 150 — — 240 — —
TEXHIES. ..t 860 — — 1,170 62 53
TrANSPOM...eeeeveie ettt e s e e 230 — — 360 — —
Other iNdUSLITES......covieieieee e 2,390 29 12 4,057 277 6.8
TOtal e Rs.8562 Rs. 187 22% Rs. 13190 Rs. 604 4.6%
Allowance for credit [0SSES.......cccvvveeicieeiiienen, Rs. (187) Rs. (425)
Net non-performing 10ans ............ccccoeeieeiieennenn. Rs. — Rs. 179
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At March 31, 1999 At March 31, 2000

Non- Non-
performing Gross performing
GrossLoans loans % L oans loans US$ %
(in millions, except per centages)

Agriculture........ooeeeeeeeeeenenn, Rs. 675 Rs. 96 14.2% Rs1520 Rs. 2 5.9%
Auto including trucks............ 1,006 — — 1,680 — — —
Cement ..o 540 — — 1,124 — — —
Chemicadls, drugs and

pharmaceuticals................ 2,420 79 33 5772 80 2 14
Computer software................ 460 — — 823 1 — 0.1
Construction..........covvvevenenes 740 24 3.2 882 — — —
EleCtriCity....ccoeerererererereieininas 1,488 — — 2,784 — — —
Finance........ccoeeeeeenieieinienns 1,949 61 31 6,113 53 1 09
[ronand steel ..o, 620 268 432 703 194 5 27.6
Other metals and metal

products.........ccceeveererenene. 1,370 — — 1,269 — — —
Light manufacturing.............. 2,800 400 143 4,895 423 10 8.6
Other personal loans.............. 1,110 — — 1,553 — — —
Paper and paper products...... 373 — — 745 — — —
TeXHIES oo 1,405 313 22.3 1,600 222 5 139
Transport.......... 159 — — 1,686 — — —
Other industries... 11,362 372 33 14,615 355 8 24
TOtE oo Rs. 28477 Rs.1,613 5.7% RsA47,764 Rs1,418 33 3.0%
Allowance for credit losses.. Rs. (880) Rs. (748) a7)
Net non-performing loans..... Rs. 733 Rs. 670 US$ 16

Our gross norperforming loans as a percentage of gross loansin the respective industries was the highest in the
iron and steel, textiles and light manufacturing industries.

Ironand Seel. Over the last few years, a sharp reduction in international steel pricesto historic lows hashad a
significant i mpact on the companiesin this sector. In addition, a substantial reduction in import tariffs over the last
three yearsled to price competition from certain countries, significantly reducing domestic prices. Our outlook for the
medium-term for the sector is positive due to the anticipated increase in prices from the historic lows reached in fiscal
1999 and an increase in domestic consumption. The mgjority of our loansto small stedl plants and small re-rolling
mills have aready been classified as non-performing, and the balance of loansin this sector is primarily to
economically sized plants with advanced technology. At March 31, 2000, we had classified 27.6% of our gross loans
in this sector as non-performing.

Textiles. Thetextilesindustry experienced areduction in exports following the deval uation of the south-east
Asian currenciesin 1998, which resulted in less competitive Indian textile exports. The reduction in exports was also
due to reduced demand in the entire region. High cotton pricesin the last two years also increased the costs for Indian
manufacturers. The majority of our loans to small entitiesin this sector have been classified as non-performing, and
the balance of our exposureis primarily to large economicaly sized plants. Our total exposure to this sector increased
to Rs. 1,600 million at March 31, 2000 from Rs. 1,405 million at March 31, 1999 due to additional funding provided
to larger better-rated companies. At March 31, 2000, we had classified 13.9% of our gross loansin this sector as non
performing.

Light Manufacturing. The light manufacturing industry category includes manufacturers of electronic equipment,
electrical cables, fasteners, watches and other light manufacturing items. At March 31, 2000, 77.0% of the non-
performing loansin this sector were to middle market companies. The downturn in certain sectors of the Indian
economy during the last few years affected the middle market companiesto a greater extent in view of their higher
vulnerability to external factors. At March 31, 2000, of the non-performing loansin the light manufacturing sector,
63.8% were to six companies engaged in the manufacture of equipment, 20.0% were to three companiesin the
forging sector, and 7.0% were to two manufacturers of electronic equipment. The lesser number of new projects
during the last three years has led to the depressed performance of companies engaged in the manufacture of
equipment. Theincrease in our exposure to this sector at March 31, 2000 compared to at March 31, 1999 has been to
large sized companies with adiversified product range. At March 31, 2000, we had classified 8.6% of our grossloans
in this sector as non-performing.
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Top Ten Non-Performing Loans

At March 31, 2000, we had 47 non-performing loans outstanding, of whi ch the top ten represented 63.2% of our
gross nor+performing loans, 61.0% of our net non-performing loans and 1.9% of our gross loan portfolio. None of our
top ten non-performing loans has been restructured so far. However, we are currently working out detailed
restructuring packages for three borrowers in conjunction with other term lenders and other working capital
consortium members. Four other borrowers have made an application for relief to the Board for Industrial and
Financial Reconstruction. For a discussion of the activities of the Board for Industrial and Financial Reconstruction,
see “Republic of India— The Indian Economy — Legidative Framework for Restructuring Sick Companies”.

Thefollowing table setsforth, for the period indicated, certain i nformation regarding our 10 largest non
performing loans.

At March 31, 2000

Principal Currently
outstanding net Servicing All
Type of banking Gross principal of allowance for Interest
Industry arrangement outstanding credit losses(1) Collateral(2)(3) Payments(4)
(in millions)
Borrower A..  Light
manufacturing  Consortium Rs. 149 Rs. 60 Rs. 139 Yes
Borrower B..  Sted Multiple 137 114 175 No
Borrower C..  Light
manufacturing Multiple 100 Y 27 No
Borrower D..  Enhergy Multiple 97 81 86 No
Borrower E...  Sugar Multiple 88 Ya 107 No
Borrower F...  Textile Consortium 86 86 121 Yes
Borrower G..  Hotelsresorts  Consortium 75 28 266 No
Borrower H..  Light
manufacturing  Multiple 64 37 124 No
Borrower I....  Finance Consortium 53 — 97 No
Borrower J....  Sted Consortium 47 Y 66 No
Totd ............. Rs. 896 Rs. 406 Rs. 1,208

(1) The net redlizable value of these loans on a present value basis is determined by discounting the estimated cash
flow over the expected period of repayment by the rateimplicit in the loan. Under US GAAP, the net present
value of anon-performing loan includes the net present value, to the extent realizable, of the underlying
collateral, if any.

(2) Coallateral valueisthat reflected on the borrower’ s books, or that determined by third party appraisersto be
realizable, whichever islower or available. We have collateral in the form of first charge on current assetsfor
eight of these borrowers. Exposure to one of these eight borrowersis additionally secured by fixed assets. The
exposure to the remaining one borrower is secured solely by acharge on fixed assets.

(3) Out of the above 10 cases, collection in the cases of borrower D, G and H are collateral dependent. In al other
cases, we are primarily dependent on recovery through cash flows, collateral being of secondary importance.

(4) Sinceweaso classify loans as non-performing once we determine that the payment of interest or principal is
doubtful, and since such classification occurs even before the borrower stops paying interest and principal,
certain of our non-performing loans are currently servicing all interest payments.

Five of our top 10 non-performing loans were to borrowers where we acted together with other banks or as part
of a consortium of banks with our share of exposure being a maximum of 12.0% of the total exposure of all banksto
these borrowers.

Interest Foregone

Interest forgoneis the interest due on non-performing loans that has not been accrued in our books of accounts.
Thefollowing table setsforth, for the periodsindicated, the amount of interest foregone.
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Interest foregone

(in millions)
LS o= I R TR Rs. 6 US$ —
FISCAl 1908.......coceieieieieieieieieiee ettt s s bbbt ssssssesesss s s s nsssssasnsnsnsnsnnn, 81 2
FISCAl 1990.......cu ettt s bbb bbb e s s s s s s s s s s nsnnnnnna, 93 2
FiSCal 2000.......c0cueueueieieieieieieieieieieieieiere bbb bbb bbb bbb bbb bbb bbb b s b s s s ennnena, 124 3

Restructuring of Non-Performing Loans

Our non-performing loans are restructured on a case-by-case basis after our management has determined that
restructuring is the best means of realizing repayment of the loan. These loans continue to be on anon-accrua basis
and will be reclassified as performing loans only after sustained performance under the loan's renegotiated terms for
at least aperiod of one year.

Thefollowing table setsforth, for the periodsindicated, our non-performing loans that have been restructured
through rescheduling of principal repayments and deferral or waiver of interest.

At March 31,
1997 1998 1999 2000
(in millions, except per centages)
Gross restructured loans........... — — Rs. 38 Rs. 43 Uss 1.0
Allowancefor credit losses...... — — (22) (25) 0.6
Net restructured loans............... — — 16 18 0.4

Gross restructured loans as a

percentage of grossnon-

performing loans.................. — — 2.4% 3.0% —
Net restructured loans as a

percentage of net non

performing loans.................. — — 2.2% 2.7% —

We are currently working out restructuring packages for five borrowers along with other term lenders and
working capital consortium membersin the case of our non-performing loans under a consortium arrangement, and
two borrowers who are under sole banking arrangements.

Thefollowing table setsforth, at the date indicated, the status of our effortsin working out restructuring packages
for non performing loans:

At March 31, 2000
Principal outstanding
Number of Gross principal net of allowances for
borrowers outstanding credit losses

(in millions, except numbers)

Loans under consortium arrangements(1) .......cocevvverererennnns 5 Rs 343 Rs. 205
Loans under sole banking arrangements(1)..........cccccveveennn. 2 51 31
Loansto borrowers who have applied for relief to the

Board for Industrial and Financial Reconstruction(2).. Ya Ya Ya
TOEl e 7 Rs 394 Rs. 236

(1) None of these borrowers have applied for relief to the Board of Industrial and Financial Reconstruction.

(2) For adiscussion of the activities of the Board for Industrial and Financial Reconstruction, see “Republic of India
— The Indian Economy — Legidative Framework for Restructuring Sick Companies’.

Non-Performing Loan Strategy
The recovery and settlement of non-performing loansis of high priority to us. In fiscal 1999, we set up a Special

Asset Management Group, consisting of seven members, for finding early solutions and pursuing recovery in norn-
performing loans. Effective April 2000, the group is headed by one of our Senior Executive Vice Presidents, with
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over 30 years of experiencein the banking sector. Heis assisted by one Senior Vice President and two other officers,
with specific focus on recovery of non-performing loans. Thisteam is assisted by representatives at branches having
ahigher concentration of non-performing loans. The branch managers at the branches having non-performing loans
are dso actively involved in supporting the efforts of the Special Asset Management Group. Thisgroup is highly
focused and has specific targetsin terms of recovery of non-performing loans. This group works closely with the
Specia Asset Management Group established in ICICI to work on restructuring and settlement packages for common
customers and to adapt successful recovery strategies of ICICI. The group a so uses the services of outside legal
experts, accountants and specialized agencies for due diligence, valuation and legal advice to expedite early
settlements.

Methods for resolving non-performing loans include the following:
negotiated or compromise settlements on aone-time settlement basis;
encouraging the financial restructuring of troubled but viable corporations;

encouraging the consolidation of troubled borrowersin fragmented industries with stronger industry
participants; and

early enforcement of collateral through judicial means.

We closely monitor migration of the credit ratings of our borrowers so we can take proactive remedial measures
to prevent loans from becoming non-performing. We frequently review the industry outlook and analyze the impact
of changesin the regulatory and fiscal environment, helping us to contain our non-performing loans. Our quarterly
review systems help us to monitor the health of accounts and to take prompt remedial measures.

Our current approval process generally requires a minimum credit rating by us of A—. However, prior to our
organizationa restructuring in April 1999, our minimum credit rating for credit approval was BBB. At present, some
of our loans are rated BBB or bel ow since we closely monitor the credit rating of our borrowers and downgrade the
rating of credits as soon asthey show any signs of deterioration.

Allowance for Credit L osses

Thefollowing table setsforth, for the periods indicated, movementsin our allowance for credit losses.

At March 31,
1997 1998 1999 2000
(in millions)
Allowance for credit losses at the
Add beginning of the period................. Rs — Rs. 187 Rs. 425 Rs. 880 US$ 20
Provisionsfor credit [0sses..........c.o.....
Working capital ........cooevvvnininininenennnn, 66 256 349 470 11
TEMIOANS ...t 121 104 17 9 —
Leasing financCe........ccceeereeinrereininnenns — — 144 24 1
Marketable corporate debt instruments — — 30 — —
Release of provision asaresult of cash
COllECtion .......vvveeeeeeeeeen — — — (76) @)
Tota provisionsfor credit Losses........ 187 360 540 427 10
LESS .
WIItE-OffS....covirereee e — (122) (85) (559) 13
Allowancesfor credit losses at the end
Of the PEriod.......ocovveeeeereeeessenrenees Rs. 187 Rs. 425 Rs_ 80 Rs. 748 US$ 17

We conduct a comprehensive analysis of our entire loan portfolio on a quarterly basis. The analysis considers
both qualitative and quantitative criteriaincluding, among others, the account conduct, future prospects, repayment
history and financial performance. This comprehensive analysisincludes an account by account analysis of our entire
loan portfolio, and an allowance is made for any probable loss on each account. In estimating the allowance, we
consider the net realizable value on a present value basis by discounting the future cash flows over the expected
period of recovery. Further, we also consider our past history of credit losses and value of underlying collateral. For
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further discussions of our allowancesfor credit losses, see “ Management's Discussion and Analysis of Financial
Condition and Results of Operations — Result of operations— Provisions for Credit Losses’.

Under our US GAAP analysis of the provisions for non-performing loans, we are required to take into account
thetime delay in our ability to foreclose upon and sell collateral. Under US GAAP, the net present value of a non-
performing loan includes the net present value of the underlying collatera, if any. Asaresult, even though we are
generally over-collateralized, allowances are required under US GAAP that would not be required under Reserve
Bank of Indiaregulations because US GAAP takes into account the time value of money.

Risk M anagement

Asafinancia intermediary, we are exposed to various risks that are related to our lending and trading businesses,
deposit taking activities and our operati ng environment. Our aim in risk management isto ensure that we understand,
measure and monitor the various risks that arise and that our organization adheres strictly to the policiesand
procedures which are established to address these risks.

We are exposed to three broad categories of risk: credit risk, market risk and operational and legal risk.

In October 1999, our risk management function was reorganized and integrated into a single Risk Management
Department separate from our three business units. The Risk Management Department works in close association
with the business units to implement the various risk management strategies. Our Risk Management Department is
completely independent of all business operations. This department identifies, assesses, monitors and manages al our
principal risksin accordance with well-defined policies and procedures. The Risk Management Department consists
of 25 experienced bankers and analysts and isled by a Senior Executive Vice President reporting directly to our
Managing Director and Chief Executive Officer and the Audit and Risk Committee of our board of directors.
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The organizational structure of our Risk Management Department is shown in the following chart.

Managing Director and Chief Audit and Risk Commitee of the
Executive Officer Board of Directors

Senior Executive Vice President and
Head, Risk Management Department

Operational Risk

Credit Risk Group Market Risk Group Group

Credit Risk

Credit risk primarily arisesin our lending operations from the failure of any party, principally our borrowers, to
abide by the terms and conditions of any financial contract with us, principally the failure to make required payments
on loans dueto us. Our standardized credit approval processincludes awell-established procedure of credit
eva uation and approval. We measure, monitor and manage credit risk for each borrower. We have a comprehensive
system for tracking the rating profile of our loan portfolio and are now working on a comprehensi ve portfolio risk
evaluation mechanism.

Credit Risk Assessment Procedures for Corporate Loans

In order to assess the credit risk associated with any financing proposal, we assess avariety of risks relating to the
borrower and the relevant industry. If the borrower is undergoing amajor expansion project that requires them to
obtain project finance from afinancial institution in addition to working capital loans from us, we also assess the risks
relating to the project.

We evaluate borrower risk by considering:

the financial position of the borrower by analyzing the quality of itsfinancial statements, its past
financial performance, itsfinancia flexibility in terms of ability to raise capital and its cash flow

adequacy;
the borrower's relative market position and operating efficiency; and

the quality of management by analyzing their track record, payment record and financial
conservatism.

We evaluate industry risk by considering:

certain industry characteristics, such as theimportance of the industry to the economy, its growth
outlook, cyclicality and government policiesrelating to the industry;

the competitiveness of the industry; and
certain industry financias, including return on capital employed, operating margins and earnings

stability.
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After conducting an analysis of a specific borrower'srisk, we assign a credit rating to the borrower. We have a
scale of ten ratings ranging from AAA to B and an additiona default rating of D. We are in the process of re-rating all
our existing exposures according to the new credit rating model. We expect to complete this process by the end of the
third quarter of fiscal 2001. Credit rating isacritical input for the credit approva process. We use studies on the
historical default patterns of loansin order to predict defaults. We determine the desired credit risk spread over our
cost of funds by considering the borrower's credit rating and the default pattern corresponding to the credit rating. Our
credit approval process generally requires a benchmark minimum credit rating of A-.

We study industry sectors and published reports from online databases, including the Center for Monitoring the
Indian Economy and Internet Securities (a Euromoney group company), and review our large exposures by industry
and by corporate client. Weidentify, through these internal studies, the growing industry sectors to which we should
increase our exposure and the stagnating sectors to which we should decrease our exposure. These ongoing studies
and reviews a so enable usto regularly adjust a borrower's credit rating in response to changesin that borrower's risk
and the risk associated with that borrower'sindustry.

Working capital |oans are generally approved for a period of 18 months. At the end of 12 months, we review the
loan arrangement and the credit rating of the borrower and take a decision on continuation of the arrangement and the
changesin the loan covenants as may be necessary. Weintend to review the credit rating of borrowers with higher
credit risks more frequently.

Credit Approval Procedures for Corporate Loans

Our corporate banking approval processis dictated by our credit policy approved by our board of directors. This
policy sets out our maximum credit exposuresto individual companies, groups of companies and industries.

We have established a strong framework for the appraisal and execution of working capital and term loan finance
transactions. Pursuant to our organizational restructuring that was implemented on April 1, 1999, our credit appraisal
and approva processes have been centralized. We evaluate commercial, financial, marketing and management factors
relating to the borrower and the sponsor's financial strength and experience. We make use of databases of
approximately 3,000 Indian companies that contain historical financial and operating information on these companies.
We also extensively use industry analysis reports and interact with external rating agenciesto track business cyclesin
specific sectors and industries, the impact of emerging fiscal, regul atory and other environmental factors and the
financia performance of Indian companies. Once thisreview is completed, an appraisal note is prepared for credit
approval purposes. A structured appraisal format is used to ensure a uniform standard across the organi zation.
Quantitative tools like inter-firm comparisons, sensitivity analysis and analysis of demand-supply gap patterns are
used to analyze the performance of the borrower. As part of the appraisal process, we generate arisk matrix, which
identifies each of the risks, mitigating factors and residual risks associated with the proposal.

Credit Approval Authority for Corporate Loans
We have established five distinct levels of credit approval authorities for our corporate banking activities: the
head of Corporate Banking, the Managing Director and Chief Executive Officer (or the Credit Committee of

Executives that actsin the absence of the Managing Director and Chief Executive Officer), the Investment
Committee, the Committee of Directors and our board of directors.
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Thefollowing table sets forth the composition of the committees and approval authority of the committees and
the authorized officers.

Authorized executives and committees Members Approval authority
Board of DIrectors........covveeerererenenrenenens All the members on our board of All approvals (in practice, generally
directors above the prescribed authority of the

Committee of Directors)

Committee of Directors.........cocouevrvrvrvrennn. Managing Director and Chief Executive All approvalsto companies up to Rs.
Officer and four other directors 400 million (US$ 9 million)

Investment Committee..........ccovvvvvecvnenns Managing Director and Chief Executive  All approvals for subscribing to
Officer, heads of Corporate Banking, debentures, preferred stock, bonds and
Retail Banking, Risk Management, commercial paper
Domestic Treasury and Foreign
Exchange Treasury and the Chief
Financial Officer

Managing Director and Chief Executive All approvalsup to Rs. 160 million

(@4 (1= (US$ 4 million)

Credit Committee of Executives............. Heads of Corporate Banking, Retail In the absence of the Managing Director
Banking and Risk Management and and Chief Executive Officer, al
the Chief Financial Officer approvals within the prescribed

authority of the Managing Director
and Chief Executive Officer

Head of Corporate Banking.........cccceveeuen. All approvals up to Rs. 100 million
(US$ 2 million)

The branch managers of corporate banking branches are not individually authorized to approve loans. They are

however authorized to approve excess borrowing above the approved limits up to Rs. 10 million in respect of
corporate loans. These loans are reported to the corporate office for ratification.

Disbursement Procedures for Corporate Loans

After credit approval, we disburse the loans though our corporate branches. Our corporate office sends credit
approval letters to the branches stating the covenants governing the approval. Based on the credit approval letter
received from the corporate office, branchesissue a credit arrangement letter to the borrower outlining the terms of
the facility, sponsors obligations, conditions precedent to disbursement and undertakings from and covenants on the
borrower. After the borrower accepts the terms, the loan agreement and other documents are executed. The borrower
account isthen made operational in the case of aworking capital facility and disbursements are made to the borrower
in the case of other loan facilities. Our cash credit facilities operate as revolving asset backed overdraft facilities. We

determine the amount that can be drawn by the borrower on the basis of monthly cash flow statements or statements
of current assets provided by the borrower and the stipulated current asset cover margins.

Credit Monitoring Proceduresfor Corporate Loans

We have established detailed procedures for the monitoring of our credit exposures. Our aim in credit monitoring
isto:

ensure compliance with the terms and conditions of the credit approval;
review performance of our borrowers against projections;

detect early warning signals and take appropriate corrective actions; and

observe the performance of the borrowers.
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With aview to achieve the above, we have laid out operating procedures for our branches and the frequency of
credit monitoring activities to be undertaken. Our branches prepare various credit monitoring reports at periodic
intervals. Any irregularity in the account is reported to the appropriate credit approval authority on amonthly basis.
The performance of the borrowers is monitored through quarterly information reports. Monthly cash flow statements
are obtained wherever considered necessary. We monitor the performance of companies by comparing the published
results against the projections. We undertake stock inspections and stock audits on aregular basis.

Credit Approval Procedures for Credit Cards

Theinitia target group for credit cards are our present Power Pay account holders and I CICl'sretail bond
customers where relationships are aready established and customer details are already available to us.

We believe that the improper verification of identity and applicant information and payment delinquencies are the
main source of credit risk in the credit card business.

We use the services of external agencies for verification of applicant information and for collection of past due

amounts. Detailed credit applications have been devised for aggregating information on a prospective customer, such
asthe person's place of work and residence.

Credit checks are undertaken before the credit card applicants are approved. These credit checks contain alist of
the delinquent customers of ICICI and afew non-banking finance companies. Copies of a prospective customer's
income tax return and paychecks are also obtained to determine the income and tax status of the prospective customer.
There are no credit bureaus in India, but we have implemented our own internal credit scoring model. We have set
individual credit limits based on the monthly salary of the credit card holder.

Credit Approval Proceduresfor Other Retail Loans

Since substantially all of our retail loans are fully collateralized with either cash (in the case of loans against time
deposits) or liquid equity securities (in the case of loans against subscriptionsfor initia public offering), we have not
yet devised any credit risk procedures for these loans.

Quantitative and Qualitative Disclosures About Market Risk

Market risk isthe risk of lossto future earnings, to fair values, or to future cash flows that may result from
changesin the value of afinancial instrument asaresult of changesin interest rates, foreign currency exchange rates,
commodity prices, equity prices and other market changes that affect market risk sensitive instruments. Market risk is
attributed to all market risk sensitive financial instruments, including securities, loans, deposits, borrowings and
derivative instruments. Our exposure to market risk isafunction of our asset and liability management activities, our
proprietary trading activities, and our role as afinancia intermediary. The objective of market risk management isto
avoid excessive exposure of our earnings and equity to loss and to reduce the volatility inherent in financia
instruments.

Market Risk Management Procedures

Our board of directors reviews and approves the policies for the management of market risks and has del egated
the responsibility for market risk management to the Asset Liability Management Committee. Our Managing Director
and Chief Executive Officer chairs the Asset Liability Management Committee. Our Chief Financial Officer,
executives of various business units and the Risk Management Department are the members of the committee. The
committee generally meets on amonthly basis and reviews our interest rate and liquidity gap position, formulates a
view on interest rates, sets deposit and benchmark lending rates and reviews the business profile and itsimpact on
asset liability management. Emergency meetings of the committee are convened to respond to developmentsin the
markets and economy. The committee also sets market risk limits for our trading activities. The committee reports to
the Audit and Risk Committee of our board of directors on aquarterly basis.

We have established a mid-office independent of treasury, which monitorsthe risksin our treasury operations
and ensures adherence to various risk control | imitson adaily basis. The mid-office at regular intervals submits
reports to the head of the Risk Management Department and the Managing Director and Chief Executive Officer on
the extent of our market risk exposure.
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We have established risk control limits, including holding period limits and stop loss limits. Additionally, in the
case of foreign exchange trading, we have set up loss limits for each half-year period (April-September and October-
March). These limits are monitored on adaily basis. We have a so implemented a value at risk model for measuring
market risk of our foreign exchange spot positions.

Our exposure to market risk arises mainly from interest rate risk, equity risk, exchange rate risk and liquidity risk.
We discuss, in the following paragraphs, each of these sources of risk and the methods we have adopted to manage
them.

Interest Rate Risk

Since our balance sheet consists predominantly of rupee assets and liabilities, movementsin domestic interest
rates constitute the main source of interest rate risk. Our portfolio of traded debt securities is negatively impacted by
anincreasein interest rates while our loan portfolio benefits from arisein interest rates.

We measure our exposure to fluctuationsin interest rates primarily by way of gap analysis, providing us a static
view of the maturity and re-pricing characteristics of balance sheet positions. An interest rate gap report is prepared
by classifying all assets and liabilitiesinto various time period categories according to contracted maturities or
anticipated re-pricing date. The difference in the amount of assets and liabilities maturing or being re-priced in any
time period category, would then give us an indication of the extent to which we are exposed to the risk of potential
changes in the margins on new or re-priced assets and liabilities.

Our core businessis deposit taking and lending, in both rupees and foreign currencies, as permitted by the
Reserve Bank of India. Asthe rupee market differs significantly from the international credit asset markets, our gap
positions in these markets are different.

In the Indian market, our liabilities are mostly at fixed rates of interest for fixed periods. However, we have amix
of floating and fixed interest rate assets. We have term-based prime lending rates. We quote interest rates for our
short-term working capital loan products as a markup over the relevant prime lending rate, effectively making these
floating rate loans. Our corporate loan portfolio consists principally of working capital loans, which are on afloating
rate basis.

Our foreign currency liabilities, which are primarily deposits from non-resident Indians, are at fixed rates. A large
portion of our foreign currency loansis on afloating rate basis. Although thisleadsto i nterest rate risk, the volumes
are not significant. Foreign currency liabilities, net of foreign currency loans, enable usto raise rupee liquidity quickly
by way of currency swaps, which help usto address any liquidity risk.

Thefollowing table sets forth for both our loan portfolio and our trading portfolio, for the period indicated, our
asset-liability gap position.

At March 31, 2000(1)-(7)

Greater than
Total within one  oneyear and up Greater than
0-28 days 29-90 days 91-180 days 6-12months year tofiveyears fiveyears Total
(inmillions)

Loans, net.......... Rs. 3,047 Rs. 29,738 Rs. 1,859 Rs. 405 Rs. 35,049 Rs. 6,020 Rs. 5,947 Rs 47,016
Securities ......... — — 251 152 403 2,566 1,740 4,709
Fixed assets....... — — — — — — 2,097 2,097
Trading assets.. — 851 2,698 758 4,307 11,537 12,384 28,228
Cash and cash

equivalents..... 21,512 3,197 6,011 1,002 31,722 — 4,604 36,326
Other assets(6) . — — — 8,490 8,490 — 3,550 12,040

Rs. 24,559 Rs. 33,786 Rs. 10,819 Rs. 10,807 Rs. 79,971 Rs. 20,123 Rs. 30,322 Rs. 130,416

Rs. — Rs. — Rs. — Rs. — Rs. — Rs. — Rs. 11,387 Rs. 11,387

— 806 — — 806 990 680 2,476

25,872 21,944 13,262 14,086 75,164 5,930 17,566 98,660

liabilities().... 1,495 2,396 87 8,621 12,599 — 5,294 17,893

Total liabiliies. _RS. 27,367 _Rs. 25146 Rs 13349 Rs. 22,707 Rs. 83560 Rs 6920 Rs. 34027 Rs. 130,416
Rs. (2808) Rs. 8640 Rs_ (2530) Rs. (11900) Rs. (8598 Rs. 13,203 Rs. (4605)

Total gap
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(1) Assetsand liabilities are classified into the applicable categories, based on residual maturity or re-pricing date
whichever isearlier. Classification methodol ogies have been based on the Asset Liability Management
Guidelinesissued by the Reserve Bank of India, which were effective from April 1, 2000.

(2) Itemsthat neither mature nor re-price are included in the “ greater than five years’ category. Thisincludes equity
and fixed assets.

(3) Non-performing loans are classified in the “ greater than five years’ category.

(4) Based on past trends and the Asset Liability Management Guidelines issued by the Reserve Bank of India, the
entire amount of nor-interest-bearing non-maturity deposit accounts have been classified in the “greater than five
years’ category.

(5) Based on past trends and the Asset Liability Management Guidelinesissued by the Reserve Bank of India, 75.0%
of interest-bearing non-maturity deposit accounts have been classified inthe “0-28 days’ category and 25.0%. in
the “greater than five years’ category.

(6) The categorization for these itemsis different from that reported in the financial statements.

(7) Cash and cash equivaents include ba ances with the Reserve Bank of Indiarequired by its cash reserveratio
requirement. These balances are held in the form of overnight cash deposits but we classify the interest sensitive
portion of these balances under the “91-180 days’ category and the remainder in the “ greater than five years’
category.

Price Risk (Loan Portfalio)

Thefollowing table setsforth, for the period indicated, theimpact of changesin interest rates on net interest
revenue for fiscal 2001, assuming aparallel shift inyield curve at year-end fiscal 2000.

At March 31, 2000

Changein interest rates
(in basis points)

(100) (50) 50 100
(in millions, except per centages)
Rupee portfolio.......coeeeervrcererrecee s Rs. 121 Rs. 61 Rs. (61) Rs. (121)
Foreign currency portfolio..........covenecrneecrneenn. (119 (60) 60 119
TOA e Rs. 2 Rs 1 Rs (1) Rs. 2
Profit/(loss) asa% of net income..........ccccovevuene. 0.1% 0.1% (0.1%) (0.1%)

Based on our asset and liability position at March 31, 2000, the sensitivity model showsthat net interest revenue
from the loan portfolio for fiscal 2001 would fall by Rs. 2 million (US$ 46,000) if interest rates increased by 100
basis points during fiscal 2001. Conversely, the sensitivity model showsthat if interest rates decreased by 100 basis
points, net interest revenue for fiscal 2001 would rise by Rs. 2 million (US$ 46,000). Rs. 2 million was 0.1% of our
net income for fiscal 2000.

Senditivity analysis, which is based upon aone day picture of our asset and liability position, is used for risk
management purposes only and the model assumes that during the course of the year we make no other changesin our
portfolio. Actual changesin net interest revenue will vary from the model.

For example, because as of March 31, 2000 we had invested the proceeds from our ADS offering in short-term
inter-bank deposits pending the creation of other assets, the sensitivity model shows very limited interest rate risk for
fiscal 2001. By comparison, our sensitivity model for the previous year had shown much greater interest raterisk in
the loan portfolio with a 100 basis point increase (or decrease) showing an increase (decrease) of Rs. 35 million
(US$ 802,000), or 6.9% of our net income for fiscal 1999. We believe that the above sensitivity model understates
theimpact on our net interest revenue from the Reserve Bank of India’ s 100 basis point increase in the bank rate on
July 21, 2000 and we expect that as the proceeds from our ADS offering are reinvested in other assets over time, the
impact of theincreased interest rates on our net interest incomein fiscal 2001 will be greater than the sensitivity
model amount shown in the table above.
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Price Risk (Trading Portfolio)

Trading activities are undertaken primarily to optimize the income from our regulatory fixed income portfolio
and secondarily to enhance our earnings through profitable trading for our own account. A substantial proportion of
our trading portfolio (95.3%) consisted of investments in government of India securities at March 31, 2000. We are
required by law to invest 25.0% of our demand and time liabilitiesin specified securities, including government of
India securities. Duration limits, holding period limits and stop-loss limits are used by usto manage risks for debt
security positionsin our trading book.

Thefollowing table setsf orth, for the period indicated, the impact of changesin interest rates on atax adjusted

basis on the value of our rupee fixed income trading portfolio as a percentage of net income, assuming a parallel shift
inyield curve at year-end fiscal 2000.

At March 31, 2000

Changein interest rates
(in basis points)

Portfolio
Size (100) (50) 50 100

(in millions except per centages)

Government of India securities(1)...... Rs. 26,903 Rs. 612 Rs. 300 Rs. 289 Rs. (566)

Corporate bonds .........ccocovvevvvvnenen, 147 — — Rs. — —
TOEA .o Rs 27050 Rs. 612 Rs. 300 Rs. 289 Rs. (566)
Profit/(loss) as % of netincome.......... 43.7% 21.4% (20.6%) (40.4%)

(1) For the purpose of analysis, certain quasi-government corporate securities are included as government of India
securities.

At March 31, 2000, the total value of our rupee fixed income portfolio was Rs. 27.1 billion (US$ 620 million).
Based on our asset and liability position at March 31, 2000, the sensitivity model shows that the value of thetrading
portfolio would fal |, on atax adjusted basis, by Rs. 566 million (US$ 13 million) or 40.4% of our net income for
fiscal 2000. Conversely, if interest ratesfell by 100 basis points, under the model, the value of this portfolio would
rise, on atax adjusted basis, by Rs. 612 million (US$ 14 million). The sensitivity of the value of our trading portfolio
to changesin interest ratesis largely due to the government of India securities we are required to hold under the
Reserve Bank of India’s statutory liquidity ratio requirement. Moreover, any decrease in the value of the trading
portfolio will be reflected in our income statement.

As noted above, sensitivity analysis, which is based upon a one day picture of our asset and liability position, is
used for risk management purposes only and the model assumes that during the course of the year we make no other
changesin our portfolio. Actua changesin the value of the fixed income portfolio will vary from the model.

For example, on July 21, 2000, the Reserve Bank of Indiaannounced an increase in interest rates of 100 basis
points. We believe that the sensitivity model for the trading portfolio overstates the adverse impact we can expect in
fiscal 2001 because, in light of the interest rate increase, we have shifted the average maturity of our fixed income
trading portfolio to shorter term government of India securities.

Equity Risk

Our equity positions include both equity securities and units of mutual funds. We only invest in equity securities
in book-entry form, which decreases our settlement and liquidity risk. Our total exposure to these investments was Rs.
869 million at March 31, 2000 and Rs. 198 million at March 31, 1999. Position limits, stop-loss limits and holding
period limits are used by us to manage risks for equity positionsin the trading book. The Reserve Bank of India
requires that the net incremental investment by banksin equity securitiesin afiscal year cannot exceed 5.0% of the
incremental depositsin the previousfisca year.

Exchange Rate Risk
We offer f oreign currency hedge instruments like swaps and forwards to our clients. We actively use cross

currency swaps and forwards to hedge ourselves against exchange risks arising out of these transactions. Our trading
activitiesin the foreign currency marketsexpose us to exchange rate risks. We mitigate this risk by setting
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counterparty limits, stipulating stop-loss limits by deal and limits on the loss of the entire foreign exchange trading
floor, implementing an internal value at risk model for all spot positions and engaging in exception reporting

Liquidity Risk

Liquidity risk arisesin the funding of lending, trading and investment activities and in the management of trading
positions. It includes both the risk of unexpected increases in the cost of funding our asset portfolio at appropriate
maturities and the risk of being unable to liquidate a position in atimely manner at areasonable price. The goa of
liquidity management isfor usto be able, even under adverse conditions, to meet al our liability repayments on time
and fund all investment opportunities.

We maintain diverse sources of liquidity to facilitate flexibility in meeting funding requirements. We fund our
operations principally by accepting deposits from retail and corporate depositors. We aso borrow in the short-term
inter-bank market. L oan maturities and sal e of investments also provide liquidity.

We use the mgjority of funds raised by usto extend loans or purchase securities. Generally, deposits are of
shorter average maturity than loansor investments.

We maintain a substantial portfolio of liquid high quality securities that may be sold on an immediate basis to
meet the liquidity needs. We a so have the option to manage our liquidity by borrowing in the inter-bank market on a
short-term basis. While generally this market provides an adequate amount of liquidity, the interest rates at which
funds are avail able can sometimes be volatile. We prepare regular maturity gap analyses to review our liquidity
position.

The Reserve Bank of India adopted a directive on asset liability management in February 1999. Starting from
April 1, 1999, we were required to submit gap analysis on aquarterly basis to the Reserve Bank of India. Effective
April 1, 2000, our liquidity gap (if negative) must not exceed 20.0% of outflows in the 0-28 day time category.

Operational and Legal Risk

Dueto our vast geographical spread and our operations being largely transaction oriented, we are exposed to
many types of operational risks. Operational risks are risks arising from non-adherence to systems and procedures or
from frauds resulting in financial or reputation loss. The Audit Department is part of our operational risk group and
the head of the Audit Department reports to the head of the Risk Management Department. It inspects branches and
conducts revenue and concurrent audits based on an inspection calendar drawn up each year. The primary objective of
theingpection function is to ascertain and ensure that the business activities are carried out in accordance with our
policies, systems and procedures. The Audit and Risk Committee of our board of directors reviews the inspection
function each quarter. Any weakness noticed in either systems or procedures is addressed appropriately. The Reserve
Bank of Indiarequires usto have a process of concurrent audits at our branches handling large volumes, to cover a
minimum of 50.0% of our business volumes. We have ingtituted systems to conduct concurrent audits, using reputed
chartered accountancy firms, to cover about 85.0% of our business.

We will introduce snap audits which will entail aquick review of the implementation of various proceduresin
key areas at the branches. These audits are intended to rectify any procedural irregularities, especially in newly
opened branches and new activities.

We are subject to inspections conducted by the Reserve Bank of Indiaunder the Banking Regulation Act. The
Reserve Bank of India has adopted the global practice of subjecting banksto examination on the basis of the
CAMELS model, amodel that assigns confidential ratings to banks based on their capital adequacy, asset quality,
management, earnings, liquidity and systems and controls. We also have independent statutory audits conducted on a
quarterly basis by auditors appointed by our shareholders.

We are now re-engineering the audit process to make it more risk-oriented. We propose to assign each operating
group to aparticular level of perceived operational risk. Thiswould then determine alevel of capital to be allocated
for unexpected losses from that operating group. Aggregation of these all ocations across operating groups would
enable usto arrive at a capital allocation for operational risks. We have, on the basis of preliminary studies decided to
allocate capital to the extent of 0.1% of our stockholders equity effective April 1, 2000 for operational risks. This
capita alocation is not required by Indian regulations. We believe that we are among the first banksin Indiato have
this capital alocation for operational risks.
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Thereisregular monitoring of complaints at the branchesto improve customer service. Weintend to centralize
our complaint tracking mechanisms.

We consider legal risk asapart of operational risk. The uncertainty of the enforceability of the obligations of our
customers and counterparties, including the foreclosure on collateral, creates legal risk. Changesin law and regulation
could also adversely affect us. Legal risk is higher in new areas of business where the law is often untested in the
courts. For example, critical legal issuesin the area of Internet banking are unresolved in India as well as other
jurisdictions to which we would like to offer our products and services using the Internet. However, legislation has
already been introduced in Indiain thisarea. Lega risk in other jurisdictionsis aso increased by the international
reach of Internet delivery.

We seek to minimize legal risk by using stringent legal documentation, employing procedures designed to ensure
that transactions are properly authorized and consulting legal advisers. Our internal auditors scrutinize al loan
documents to ensure that these are correctly drawn up to withstand scrutiny in court.

We have formulated a new product policy that requires the operating groupsto test run their new products a
certain number of times before launching them and to prepare detailed product profiles and requires each new product
to be thoroughly evaluated by the Operationa Risk Group.

An independent Operations Department has been created to oversee our operations, branches and regional
processing centers. All operational units report to the Head of Operations for operational matters.

Operational Controlsand Proceduresin Branches

We have operating manuals detailing the procedures for the processing of various banking transactions and the
operation of our main application software, BANCS2000. Amendments to these manuals are implemented through
circulars sent to all offices.

When taking adeposit from anew customer, we require the new customer to complete arelationship form, which
details the terms and conditions for providing various banking services. Photographs of customers are also obtained
for our records, and specimen signatures are scanned and stored in the system for online verification. Weenter into a
relationship with our customer only after the customer is properly introduced to us. When time deposits become due
for repayment, the deposit is paid to the depositor. System generated reminders are sent to depositors before the due
date for repayment. Where the depositor does not apply for repayment on the due date, the amount is transferred to an
overdue deposits account for follow up. Balances in overdue deposit accounts are controlled by the corporate office
through monthly statements from branches.

We have a scheme of delegation of financial powersthat sets out the monetary limit for each employee with
respect to the processing of transactions in a customer's account. Withdrawals from customer accounts are controlled
by dua authorization. Senior officers have delegated power to authorize larger withdrawals. Our operating system
validates the check number and balance before permitting withdrawals. Cash transactions over Rs. 1 million (US$
23,000) are subject to specia scrutiny to avoid money laundering.

We have given importance to computer security. A comprehensive computer security manual has been provided
to all offices. Thereisasystem room in each office where the server islocated. Accessto the server roomis
regulated. Our banking software, BANCS2000, has multiple security features to protect the integrity of application
and data. There are user access rights and terminal -based security features.

Operational Controlsand Procedures for Internet Banking

The opening of abank account online by anew customer is atwo-step process. First, the customer fillsout an
online application, giving his personal details. Based on this preliminary information, we alot the customer auser 1D
and password. Second, the customer must send to us further documentation to prove the customer's identity, including
acopy of the customer's passport, a photograph and specimen signature of the customer and avoided personal check
so that we can contact his existing bank, if required. After the customer compl etes these formalities satisfactorily, we
give him full accessto his account online. For adescription of the security features of our technology related to
Internet banking, see “— Technology”.
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Operational Controlsand Proceduresin Regional Processing Centers

To improve customer service at our physical locations, we handle transaction processing centrally by taking away
such operations from branches. The centralization is being done both at the corporate office and on aregional basis.
We started this process in September 1999 when we implemented the quasi-centralization of branch operationsin
important cities where we have more than one branch. We have centralized operations at regional processing centers
in Mumbai, New Delhi, Chennai, Bangalore and Hyderabad. These regional processing centers process clearing
checks and inter-branch transactions, make inter-city check collections, and engage in back office activities for
account opening, standing instructions and auto-renewal of deposits. We plan to add to thelist of regionally
centralized activities, such as cash pick-up and delivery services.

In Mumbai, we have centralized transaction processing on a nationwide basis for transactions like the issue of
ATM cardsand PIN mailers, reconciliation of ATM transactions, monitoring of ATM functioning, issue of passwords
to internet banking customers and credit card transaction processing. Centralized processing has been extended to the
issuance of personalized check books, back office activities of non-resident Indian accounts, opening of new bank
accounts who seek web broking services and recovery of service charges for accounts for holding sharesin book-
entry form.

Operational Controlsand Proceduresin Treasury

Management believes that we have the highest level of automation in trading operationsin India. We use
technology to monitor risk limits and exposures on anear rea-time basis. Our front office, back office and accounting
and reconciliation functions are fully segregated in both the domestic treasury and foreign exchange treasury. The
respective middle offices use various risk monitoring tools such as counterparty limits, position limits, exposure limits
and individual dealer limits. Procedures for reporting breachesin limitsare also in place.

Domestic Treasury. Our front office consists of dealersin fixed income securities, equity securities and inter-
bank money markets. The dedlers analyze the market conditions and take views on price movements. Thereafter, they
strike deals in conformity with various limits relating to counterparties, securities and brokers. The deals are then
forwarded to the back office for settlement.

Our middle office playsthe role of arisk manager, reporting to the Risk Management Department, with an
emphasis on market risk. The major functions of the middle office are to monitor counterparty limits, evaluate the
mark-to-market impact on various positions taken by dealers and monitor market risk exposure of the investment
portfolio.

Our back office undertakes the settlement of funds and securities. The back office exercises controls for
minimizing operational risks, including deal confirmationswith counterparties, verifies authenticity of counterparty
checks and securities, ensures receipt of contract notes from brokers, monitors receipt of interest and principal
amounts on due dates, ensures transfer of titlein the case of purchases of securities, reconciles actual security
holdings with the holdings pursuant to the records, and reports any irregularity or shortcoming observed.

Foreign Exchange Treasury. The inter-bank foreign exchange operations are conducted through Reuters dealing
systems. Brokered deals are concluded through voice systems. Deals done through Reuters systems are captured on a
real time basisfor processing. Deals carried out through voice systems areinput in the system immediately by the
dedersfor processing. The entire process from deal origination to settlement and reconciliation takes place via
straight through processing. The processing ensures adequate checks at critical stages. Our foreign exchange dealings
are carried out within the guidelines and directives outlined by the Risk Management Department. Trade strategies are
discussed frequently and decisions are taken based on the market forecasts, information and liquidity considerations.
Dealers are assigned specific currencies for dealing to ensure focused attention. Trading operations are conducted in
conformity with the code of conduct prescribed by internal and regulatory guidelines.

Our middle office isresponsible for monitoring risk inherent to our operations. The middle office monitors
counterparty limits, positions taken by deal ers and adherence to various market risk limits set by the Risk
Management Department.

Our back office procedures were put in place to ensure speedy processing, confirmation, accounting,

confirmation matching, deal settlements and cash balance monitoring. Our back office systems are designed to
minimize settlement risk. The matching and checking of counterparty confirmation of dealsis fully automated. Our
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22 nostro accounts (at overseas centers with correspondent banks) in 15 currencies handle amost 8,000 transactions
on average per month. Reconciliation of nostro accountsis automated and is carried out on adaily basis.

Disaster Recovery

Our disaster recovery sitefor treasury operationsislocated in downtown Mumbai about 15 kilometers away from
our existing treasury location. The siteis equipped with standard installations to run full-fledged trading operationsin
case of any contingency.

Technology

With our focus on the application of technology to our business operations, particularly with respect to the
Internet and electronic commerce solutions, we believe we are well positioned to continue to gain market share in our
target market. We believe technology is the primary source of competitive advantage in the Indian banking sector.
Our focus on technology emphasi zes:

Electronic and online channels to:
Reach new target customers;
Enhance existing customer rel ationships;
Offer easy accessto our products and services; and

Reduce distribution costs.

Application of information systems to:
Effectively market to our target customers;
Monitor and control risks; and

I dentify, assess and capitalize on market opportunities.

Technology Organization

Our technology initiatives are undertaken in conjunction with ICICI Infotech Services Limited, the technology
arm of the ICICI group and an 1SO 9001 certified company. ICICI Infotech is divided into business groups, which
include retail banking technology, corporate banking technology, infrastructure (comprising network management
and technology operations), software devel opment and web technology. At March 31, 2000, ateam of 33 full-time
professional s have been seconded to us from ICICI Infotech to supervise our technology operationsin retail and
corporate banking.

Electronic and Online Channels

At March 31, 2000, all of our 81 branches and 16 extension counters were compl etely automated to ensure
prompt and efficient delivery of products and services. We use the branch banking software, BANCS2000, developed
by Infosys Technologies Limited, which isflexible and scalable and integrates well with our electronic delivery
channels.

Our ATMsare from NCR and Diebold, the world's leading vendors. These ATMs work with our main banking
system, BANCS2000, and are proposed to be integrated with the recently launched credit card system. As of March
31, 2000, there were 175 ATMs across the country.

Our telephone banking call centers use an Interactive Voice Response System (IVRS). The call centers are based
on the latest technology, providing an integrated customer database that allows the call agentsto get acomplete
overview of the customer's relationship with other ICICI group companies and us. The database enables customer
segmentation and assists the call agent in identifying cross-selling opportunities. We are implementing atechnology
architecture which enables a customer to access any product from any channel.
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We believe that the Internet in Indiawill help accelerate our customer acquisition rate through our Internet
banking service. We expect the Internet to emerge as akey service delivery channel in the future.

We continually seek to complement our delivery channels and product offerings with strategic alliances.

We are in the process of finalizing agreements with several telecommunications companies. When finalized,
these agreements will allow our customersto conduct banking operations through their mobile phones. Thisservice
will initially be based on short messaging system technology to offer account balances and stock market quotes.
Gradually, this application is scheduled to adopt wireless application protocol technology to provide greater
functionality to users.

Application of Information Systems
Treasury and Trade Finance Operations

We believe we have one of the most technologically sophisticated treasury operationsin India. We use
technology to monitor risk limits and exposures on areal time basis. We have invested significantly to acquire
advanced systems from IBM, Reuters and TIBCO and connectivity to the SWIFT network.

Banking Application Software

We have installed an advanced banking system which addresses our corporate banking as well asretail banking
requi rements. It isrobust, flexible and scalable and alows us to effectively and efficiently serve our growing
customer base.

High-Speed Electronic Communications Infrastructure

We have installed a nationwide data communications network linking al our offices. The network designis
based on amix of dedicated leased lines and satellite links to provide for reach and redundancy which isimperativein
avast country like India. The communications network is monitored 24 hours a day using advanced network
management software. We al so use a sophisticated data center in Mumbai for centralized data base management, data
storage and retrieval .

Security Features of Our Technology

We depend heavily on our technological base to provide our customers with high-quality service. Security is
critical dueto the diversity of product delivery platforms and the inherently sensitive nature of banking transactions.
We use well laid out processes including access control, complex passwords and dual authentication. For our Internet
banking service, we use 128 bit encryption, secure socket layer technology, digital certificates, multiple firewalls and
isolation of web servers.

We also employ the services of technical security advisory organizations for planned penetration of our systems,
particularly our Internet banking service. The penetration tests have found our systems to be highly resilient.

Recognition for Technology Usage

We have received various awards for our innovative use of technology. Bank Technology News Internationd, in
their November 1997 issue, listed us as among the 43 True Internet Banks outside the United States. The Financial
Times, London and UUNET, UK have consistently rated our website as a“ highly commended” for the last three
years. In 1998, we a so received the Computer Society of India— Tata Consultancy Services National Award for best
information technology usage. In March 2000, Forbes Global ranked our web site as one of the top 15 banking sitesin
the world.

Competition
We face strong competitionin all our principal areas of business from Indian public sector banks, private sector
banks, foreign banks and mutual funds. We believe that our principal competitive advantage over our competitors

arises from our use of technology, our innovative products and services and our highly motivated and experienced
staff. In addition, our parent company, ICICI, haslong-standing customer relationships which we continue to leverage
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to cross-sell our products and services. Because of these factors, we believe that we have a strong competitive
position in the Indian financial services market.

Corporate Banking

Our principa competition in corporate lending comes from public sector banks, which have built extensive
branch networks that have enabled them to raise low cost deposits and, as aresult, price their loans very
competitively. Supported by their large retail deposit bases, public sector banks have over 80.0% of the market share
for working capital financing. Their wide geographical reach facilitates the delivery of banking products to their
corporate customers located in most parts of the country. We have been able, however, to build aquality loan
portfolio without compromising our minimum lending rates, because of our efficient service and prompt turnaround
timesthat are significantly faster than public sector banks. We seek to compete with the large branch networks of the
public sector banks through our multi-channel distribution approach.

Foreign banks have traditionally served Indian corporates with cross-border trade finance, fee-based services and
other short-term financing products. We effectively compete with foreign banks in cross-border trade finance as a
result of our strong correspondent banking rel ationships with over 105 international banks, our SWIFT- enabled
corporate branches and customized trade financing solutions. We have established strong fee-based cash management
services and compete with foreign banks due to our technological edge and competitive pricing strategies.

Other new private sector banks also compete in the corporate banking market on the basis of efficiency, service
delivery and technology. However, the ICICI group's strong corporate rel ationships and our ability to use technology
to provide innovative, vaue-added products and services provide us with a competitive edge.

Retail Banking

In the retail banking market, we face strong competition from commercial banks and mutual funds. Indian
commercial banks attract the majority of retail bank deposits, historically the preferred retail savings product in India.
We have leveraged the ICICI group's corporate relationships to gain individual customer accounts through payroll
management products such as Power Pay and will continue to pursue a multi-channel distribution strategy utilizing
physical branches, ATMs, telephone banking call centers and the Internet to reach our customers.

With access to the latest technology and the benefit of strategies developed in mature and highly competitive
overseas markets, severa foreign banks have recently started to target middle and upper middle class retail customers,

particularly salary earners. These banks have installed ATM networks and introduced utility bill payment schemes,
mortgages and personal loans.

We aso face competition from foreign banks and some new private sector banksin the areas of retail deposits
and credit cards. Citibank recently launched a savings bank product to attract the middle income group. Other new
private sector banks have been launching internationa debit cards and other i nnovative deposit schemes. There could

be an increase in the consolidation of private sector banks that seek to exploit synergies of branch networks and
technol ogies and realize economies of scale.

Mutual funds have recently emerged as another source of competition to us. In itsfiscal 2000 budget, the
government of Indiawaived the tax on dividends received from mutual funds. This change has made mutual fund
offerings aviable aternative to bank deposits.

General

The following table gives acomparison pursuant to Indian GAAP of the relative levels of deposits and |oans of
leading foreign banks and new private sector banksin India.
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At March 31,

1998 1999 1998 1999
Deposits L oans(1)
(in billions)
Total commercia banks..........cccccvevvvrerennn, Rs. 66626 Rs 79995 Rs 3,806.6 Rs 4,622.8
Tota foreign banks..........ccocovvvvvnnnnnnnn, 428.3 4745 336.8 386.6
Of which leading banks are:
Citibank NA........ccoovvrrrre e, Rs. 755 Rs. 944 Rs. 518 Rs. 594
ANZ Grindlays Bank ..........cccevvevverenene 776 86.9 51.6 57.7
Hong Kong and Shangha Banking
COrporation..........covuevverereseresesesesenenns 54.9 63.9 330 409
Standard Chartered Bank.............cceueeeee. 48.1 535 345 4.4
Bank of AMerica......cocoeveveeernecnennnnnnns 38.6 35.0 40.6 435
Deutsche BanK.........cccvvvvnnnnnennnennnns 20.0 21.3 19.9 239
ABN AMro Bank.........ccoovvvvvvennenenens 14.6 18.8 16.0 25.9
Total new private sector banks..........cccceveee. Rs. 2174 Rs. 3081 Rs. 1418 Rs. 211.1
Of which leading banks are:
[CICI BanK......ccovveverereriresererinese s sesesesenes Rs. 263 Rs. 60.7 Rs. 145 Rs3 4.4
Indusind Bank ..........cccovvvnnnnnnnnenens 2.7 50.2 28.6 323
Global Trust BanK ........ccccovvvvrninininnnnn, 329 410 214 30.2
TiMeSBank(2).....ccccoevevvernreinnieinininieiennn, 221 30.1 13.6 16.8
HDFC Bank(2) ......coeverereeeernererreeerennnnenns 219 29.2 139 24.4
Centurion Bank..........cccovvvvvnnninnnnnnnn, 125 214 9.2 183

(1) Loansinclude advances and investmentsin non-statutory liquidity ratio securities.
(2) HDFC Bank and Times Bank merged with effect from February 26, 2000.

Datais not available for most of the other banks as at March 31, 2000.

Source: Reserve Bank of India publications.
Employees

At March 31, 2000, we had 1,344 employees, an increase from 891 employees at March 31, 1999, 603 employees
at March 31, 1998 and 445 employees as at March 31, 1997. Of the 1,344 employees at March 31, 2000, 609 were
professionals, holding degrees in management, accountancy, engineering, law, computer science, economics and
banking.

We consider our relations with our employees to be good. Our human resource practices are open and
transparent. Our employees do not belong to any union.

We use incentives in structuring compensation packages and have established a performance-based bonus
scheme under which permanent employees can significantly increase their pay (up to 100.0% of their base salary). We
have atransparent system of performance measurement, consisting of review by an employee's superiorsaswell asa
self review and, in some cases, review by any employee's peers. To encourage commitment to results and
productivity, our board of directors has recently approved an employee stock option scheme, which was approved by
our shareholders at an extraordinary general meeting on February 21, 2000. For further details on this scheme, see
“Management — Employee Stock Option Scheme”.

In addition to basic compensation, employees are eligible to receive loans from us at subsidized rates and to
participate in our provident fund and other employee benefit plans. The provident fund, to which both we and our
employees contribute a defined amount, is a savings scheme, required by government regulation, under which we at
present are required to pay to employees a minimum 12.0% annual return. If such return is not generated internally by
the fund, we are liable for the difference. Our provident fund has generated sufficient fundsinternally to meet the
12.0% annual return requirement since inception of the funds. We have also set up a superannuation fund to which we
contribute defined amounts. In addition, we contribute specified amounts to a gratuity fund set up pursuant to Indian
statutory requirements.

We focus on training our employees on a continuous basis and we were named “learning organization” by the
Asian Banking Digest and awarded the Asian Banking Award for the year 1998. We have training centersin Delhi,
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Banga ore, Chandigarh and Mumbai, where we conduct regular training programs designed to impart the necessary
skillsto our employeesincluding orientation sessions for new employees. Training programs are also conducted for
developing functional aswell as manageria skills. We regularly offer courses conducted by both national and
international faculty, drawn from industry, academia and our own organization.

For the career progression and promotion of employees, we use the assessment center approach to identify the
potential of employeesto assume new responsibilities. Career progression is assessed on the basis of job performance,
future potential and abilities to handle assignmentsin the higher grade.

We share no employees with our parent company | CICI. For fiscal 2000, we had seconded 17 employees to
ICICI, and ICICI had seconded six employeesto us. In addition, ICICI Infotech had seconded 33 employeesto us.
When we second an employeeto ICICI, we pay the salary of that employee, but this expenseis reimbursed to us by
ICICI. When ICICI seconds an employeeto us, ICICI paysthe salary of that employee, but this expense is reimbursed
to ICICI by us. We paid Rs. 1 millionin fiscal 1998, Rs. 1 millionin fiscal 1999 and Rs. 2 million in fiscal 2000 to
ICICI for the secondment of 1CICI employeesto us.

In accordance with our corporate policy, all our employees, other than those who are executive directors, retire at
the age of 58 years.

Properties

Our registered office islocated at Land Mark, Race Course Circle, Vadodara390 007, Gujarat, India. Our
corporate headquarters are located at 1CICI Towers, BandraKurla Complex, Mumbai 400 051, Maharashtra, India.

We had a principal office network consisting of 81 branches, 16 extension countersand 175 ATMs at March 31,
2000. Thesefacilities are located throughout India. Seventeen of these facilities are located on properties owned by
us, while the remaining facilities are located on leased properties. The net book value of al our owned properties at
March 31, 2000 was Rs. 1,296 million (US$ 30 million), which includes two residential facilities for our employees.

L egal and Regulatory Proceedings

We areinvolved in anumber of legal proceedingsin the ordinary course of our business. However, excluding the
legal proceedings discussed below, we are not a party to any proceedings and no proceedings are known by usto be
contemplated by governmental authorities or third parties, which, if adversely determined, may have amaterial
adverse effect on our financial condition or results of operations.

At March 31, 2000, we had been assessed an aggregate of Rs. 469 million (US$ 11 million) in income tax,
interest tax and sales tax demands by the government of India's tax authorities for past years ended March 31, 1997.
We have paid Rs. 426 million (US$ 10 million) of thisamount to the tax authorities. We have appealed the tax
demands for Rs. 264 million (US$ 6 million), which represents the disputed amount, of which we have paid Rs. 221
million (US$ 5 million). We believe that we have a good chance of successin these appeals for the following reasons:

Of the aggregate assessed tax of Rs. 469 million (US$ 11 million), Rs. 271 million (US$ 6 million)
represents income tax recoverable from lessees of assets under various lease agreements. In accordance with
the expert opinion obtained by us, the tax treatment adopted by usisin conformity with industry practice and
in our view, the demand by the Indian tax authorities cannot be substantiated. Accordingly, we have not
provided for or disclosed thistax demand as a contingent liability.

The Indian appellate authorities have ruled in our favor in respect of the deductibility of software expenses.
The Indian tax authorities, however, have appealed against this ruling that is pending adjudication before a
higher appellate authority.

We have treated interest accrued on securities at the time of their purchase as revenue expenditurein

accordance with standard accounting practices and the Reserve Bank of India guidelines. The Indian tax
authorities have, however, treated such interest as capital expenditure.
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SELECTED FINANCIAL AND OPERATING DATA

Our selected financial and other datafor and at year-end fiscal 1997, 1998, 1999 and 2000 have been derived
from our financia statements prepared in accordance with US GAAP. Thesefinancia statements have been audited
by KPMG, independent accountants. Capital adequacy ratios have been calculated both from the financial statements
prepared in accordance with Indian GAAP and the financial statements prepared in accordance with US GAAP. Five
years of selected Indian GAAP financial information is given in “ Selected Financia Information under Indian
GAAP'.

Y ou should read the following data with the more detailed information contained in “Management’ s Discussion
and Analysis of Financial Condition and Results of Operations’ and our financia statements. Historical results do not
necessarily predict the resultsin the future.

As agreed with the Securities and Exchange Commission before ICICI Bank’ s public offering of ADSsin March
2000, selected financia datafor fiscal 1996 under US GAAP has been omitted because it cannot be provided without
unreasonable effort or expense. The Bank has provided selected financial datafor fiscal 1996 under Indian GAAP
under “Selected Financial Information under Indian GAAP’.

Year ended March 31,
1997 1998 1999 2000 2000(1)
(in millions, except per common shar e data)

Selected income statement data:

INEFESt FEVENUE. ... Rs. 1,843 Rs. 2579 Rs. 5390 Rs. 8434 US$193
INtErest EXPENSE.......coverrererrerreesereeerrerereene (1,170 (1,854) (4,244) (6,656) (153)
Net iNterest reVeNUE.........coeeeeeeeeeeeeeeeeeeeees 673 725 1,146 1,778 40
Provisionfor credit |0SSes..........cccnernernernen. (187) (360) (540 (427) (10
Net interest revenue after provisions for

Credit [0SSES.....ovceevecceccc e 486 365 606 1,351 30
Non-interest revenue, Net.........ceeeeeeeeeeeeeee. 317 501 866 1,759 41
NEL FEVENUE ... 803 956 1,472 3,110 71
NoOrHinterest eXpense.......cocvveeeeeeeeeens (406) (554) (799) (1,329) (30)
Income beforetaxes.......ooveeeeeeeeeeeceeenne 397 402 673 1,781 41
INCOME taX EXPENSE ......covrrerereererererrerrereene (155) (104) (170 (379 9
NELINCOME ..ot et ee et seraeneees Rs. 242 Rs. 298 Rs. 503 Rs. 1,402 US$ 32
Per common sharedata:
Net income—basiC......coceeeeevecececeeeene Rs. 161 Rs. 184 Rs. 305 Rs. 8.49 US$ 0.19
Net income—diluted.........coooveveeeeeeeeee. 161 1.84 3.05 8.49 0.19
DiVIdeNdS .......coeeeviieecicce e 1.00 1.00 1.20 151 -
BOOK VAlUE ...t 11.67 14.98 17.15 57.86 1.33
Common shares outstanding at end of

period (in millions of common shares).... 150 165 165 196.82

Weighted average common shares

outstanding — basic (in millions of

COMIMON ShAreS)........coveverevererssesreseseens 150 162 165 165.09
Weighted average common shares

outstanding — diluted (in millions of

COMIMON ShArES)......ccocvevererererererereseseseseenns 150 162 165 165.11

(1) Rupee amounts for fiscal 2000 have been trandated into US dollars using the noon buying rate in effect on March
31, 2000 of Rs. 43.65 = US$1.00.

Thefollowing table setsforth, for the periods indicated, selected income statement data expressed as a percentage
of our averagetotal assetsfor the respective period.
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Year ended March 31,

1997 1998 1999 2000
(in percentages)
Selected income statement data:
INEErESt FEVENUE.......c.ceieeecccreee e 11.55% 9.67% 10.11% 9.66%
INtErest EXPENSE......cvueverreerieeeeiseerer e (7.33) (6.95) (7.96) (7.62)
Net INtErest FeVENUE........c.cveierieeeeeeeeeeeene 4.22 2.72 215 204
Provision for credit [0SSES..........cooveeveececineeneeneen. (1.17) (1.35) (1.01) (0.49)
Net interest revenue after provisions for credit
[OSSES.....ocveieieiiiei it 3.05 137 114 155
Norrinterest revenue, NEL.......covvveeeeeeeneneneneens 1.98 2.22 1.62 2.01
NEL TEVENUE......coceieeeericccee e 5.03 3.59 2.76 3.56
NOMHINEErest EXPENSE.......cvuveereeeererreeseeeee e (2.54) (2.08) (1.50) (1.52)
INncome befOre taxes.......cvverrreeeeeeceeeene 2.49 151 1.26 204
INCOME tBX EXPENSE .....vcvreerceerierereeseeeese e (0.97) (0.39) (0.32) (0.43)
NELINCOME ... 1.52% 1.12% 0.94% 1.61%
At March 31,
1997 1998 1999 2000 2000(1)
(in millions)
Selected balance sheet data:
Total aSSEtS......cveeeerereeeeeeee Rs. 19,766 Rs.35,278  Rs. 76,265 Rs.130,416 US $2,987
Cash and cash equivaents............ 4,099 8,728 19,928 36,326 832
Trading account assets.................. 3 7,387 15,822 28,228 647
Loans, NEt(2).....ccceeverererererernrereinnas 8,374 12,765 27,597 47,016 1,077
SECUNMLIES ..o 3,816 1,476 3,963 4,709 108
Non-performing loans, net............ — 179 733 670 15
Total liahilities.......ccccovevirereininnen. 18,016 32,807 73,435 119,029 2,726
Long-termdebt........cccoeveeeerennns 89 129 1,764 2,476 57
[D]< 07015 ) £SO 13,476 26,290 60,729 98,660 2,260
Stockholders' equity..........coouenee. 1,750 2471 2,830 11,387 261
Period aver age(3):
Total aSSEtS......cveeerereeeeeeee 15,958 26,661 53,325 87,264 1,999
Interest-earning assats.........ooewe. 11,730 19,467 42,521 68,982 1,580
L0ans, NEL(2).....ccoeerererererernrnrerennnns 7,224 9,498 18,546 31,148 714
Total liabilities.......cccccvveveiieeninnene 14,270 24,351 50,657 83,967 1,924
Interest-bearing liahilities............. 9,484 17,185 41,212 66,897 1,533
Long-term debt.........ccceveeireiennnas 76 109 1,127 1,752 40
Total depositS.....ccvvveieeeienns 9,923 18,539 39,455 67,309 1,542
Of which:
Interest-bearing deposits........... 7,753 15,140 35,916 59,881 1,372
Stockholders' equity..........ccoeenee. 1,688 2,310 2,668 3,297 76
At or for theyear ended March 31,
1997 1998 1999 2000
(in percentages)
Profitability:
Net income as a percentage of :
Averagetotal 8SSELS.......cviirirrrnnerreeeeee s 1.52% 1.12% 0.94% 1.61%
Average stockholders’ equity........ccovveeerevereerereserenenens 14.34 12.90 18.85 42.52
Dividend payout ratio(4) ......cceeeeeererrerenererieeneseseeeeseseneens 61.98 59.89 43.30 19.6
SPrEAA(D) ...vevevererereiereiereieieieieie ettt ettt rererenes 337 2.46 2.38 2.28
Net interest MargingG).......ccovveeererererrerererereerereseseereeseseneens 5.74 3.72 2.70 2.58
COSt-tO-INCOMETALTO(7) v.vrveveeerererrerenerereereresereeseeseresseenenens 41.01 42.10 39.71 3757
Cost-to-average assetS ratio(8).......cceeererererernrererererernrerenns 2.54 2.08 1.50 152
Capital:
Total capital adequacy ratio(9).......cceereeerererrerererenerererenens 13.04 13.48 11.06 19.64
Tier 1 capital adequacy ratio(9) .......cccevevveerrrrrerrrnsressseseens 1271 13.38 7.32 17.42
Tier 2 capital adequacy ratio(9) .......coceeeeveverrrererererererenenns 0.33 0.10 3.74 2.22
Average stockholders equity as a percentage of
average total aSSELS......covineeereee e 10.58 8.66 5.00 3.78

7



At or for theyear ended March 31,

1997 1998 1999 2000
Asset quality:
Gross non-performing loans as a percentage of gross

T 2.18 4,58 5.66 297
Net non-performing |oans as a percentage of net loans..... — 1.40 2.66 143
Net non-performing loans as a percentage of total assets. — 0.51 0.96 0.51
Allowance for credit losses as a percentage of gross

NONPerforming 10ans.........ccveeveveeeenese e 100.00 70.36 54.56 52.75
Allowance for credit losses as a percentage of gross

100122 I8 0 7= S 2.18 322 3.09 157

(1) Rupeeamountsfor fiscal 2000 have been trandated into US dollars using the noon buying rate in effect on March
31, 2000 of Rs. 43.65=US$ 1.00.

(2) Net of allowance for credit lossesin respect of non-performing loans.
(3) Average balances are the daily average outstanding amounts.

(4) Representstheratio of total dividends payable on common stock, including the dividend distribution tax, asa
percentage of net income.

(5) Representsthe difference between yield on average interest-earning assets and cost of average interes-bearing
liahilities. Yield on average interest-earning assetsistheratio of interest revenue to average interest-earning

assets. Cost of average interest-bearing liabilitiesisthe ratio of interest expense to average interest- bearing
liabilities.

(6) Representstheratio of net interest revenue to average interest-earning assets. The difference in net interest
margin and spread arises due to the difference in the amount of average interest-earning assets and average
interest-bearing liabilities. If average interest-earning assets exceed average interest-bearing liabilities, net
interest margin is greater than spread, and if average interest-bearing liabilities exceed average interest-earning
assets, net interest margin isless than spread.

(7) Representstheratio of non-interest expense to the sum of net interest revenue and non-interest revenue.
(8) Representstheratio of non-interest expense to average total assets.

(9) Our capital adequacy is computed in accordance with the Reserve Bank of India guidelines. The computation is
based on our financia statements prepared in accordance with Indian GAAP. Our total capital adequacy ratio
computed under the applicable Reserve Bank of India guidelines and based on our financia statements prepared
in accordance with US GAAP was 19.12% at March 31, 2000 . Using the same basis of computation, our Tier 1
capital adequacy ratiowas 17.19% and our Tier 2 capital adequacy ratio was 1.93% at March 31, 2000. See
“Management’ s Discussion and Analysis of Financial Condition and Results of Operations— Financial
Condition — Capita”.

(10) Figuresfor fiscal 1999 have been regrouped and reclassified. Please see the notesto our financial statementsfor
amore-detailed description.

Average Balance Sheet

The average balance isthe daily average of balances outstanding. The amortized portion of loan origination fees
(net of loan origination costs) isincluded in interest revenue on loans, representing an adjustment to the yield. The
average yield on average interest-earning assetsisthe ratio of interest revenue to average interest-earning assets. The
average cost on average interest-bearing liabilitiesisthe ratio of interest expense to average interest-bearing
liabilities. The average balances of 1oans include non-performing loans and are net of allowance for credit losses. We
have not recal culated tax-exempt income on atax-equivalent basis because we believe the effect of doing so would
not be significant. The following tables set forth, for the periods indicated, the average balances of our assets and
liabilities outstanding, which are major components of interest revenue, interest expense and net interest margin.
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Assets:

I nterest-earning assets:

Cash, cash equivalents and trading
2SS 1S (1) IO

I5°C ol 1115 02 [

Loans, NEL........ccooorirni e

Other interest income(3).......ccccevverenee.

Total interest-earning assets...............

Non-interest-earning assets.

Cash and cash equivaents(4) .............

ACCEPLANCES.......ceeeeeeeree e

Property and equipment ...........ccco.....

Total non-earning assets........covevevene.
Total 8SSELS.....cveererereere s
Liahilities:

Interest-bearing liabilities:

Savings account deposits..........vuenee.
Time depositS.....cccovevevvennnn.
Long-term debt
Trading account and other liabilities..
Total interest-bearing ligbilities..........
Nortinterest-bearing liabilities:
Nortinterest-bearing deposits............
Other liabilities........oevieenieerieriicnnes
Total non-interest-bearing liabilities..
Total liahilities.......ccoverevrreneerenierenes

Stockholders' equity........cccvvvvererenne,

Year ended March 31, 1999

Year ended March 31, 2000
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Interest Interest
Average revenue/ Average Average revenue/ Average
balance expense yield/cost(1) balance expense yield/cost
(in millions, except per centages)

Rs. 21,143 Rs. 2,297 10.86% Rs. 31,817 Rs. 3,184 10.01%
2,832 305 10.77 6,017 684 11.37
18,546 2,707 14.60 31,148 4,437 14.24

— 81 — — 129 —
42,521 5,390 12.68 68,982 8,434 12.23
4,345 7,273
4,388 7,356
1,704 1,777

367 1,876
10,084 18,282

Rs. 53,325 Rs. 5,390 Rs. 87,264 Rs. 8,434

Rs. 1569 Rs. 4 344% Rs. 3530 Rs. 118 3.34%
34,347 3,653 10.64 56,351 5,671 10.06
1,127 155 13.75 1,752 244 13.93
4,169 382 9.16 5,264 623 11.84
41,212 4,244 10.30 66,897 6,656 9.95
3,539 7,428
5,906 9,642
9,445 17,070

Rs. 50657 Rs. 4244 Rs. 83967 Rs. 6,656

Rs. 2,668 Rs. 3,297

Rs. 53,325 Rs. 87,264



Year ended March 31,

1997 1998

Interest Interest
Average revenue/ Average Average revenue/ Average
balance expense yield/cost balance expense yield/cost

(in millions, except per centages)
ASSELS: i
Interest-earning assets:
Cash, cash equivalents and trading

FoISSC S () TS Rs. 1,159 Rs. 81 699% Rs. 8637 Rs. 913 10.57%
SECUNTIES(2) ..veveeeieiesieeiceie e 3,347 421 12.58 1,332 148 11.11
L 08NS, NEL....eeeeeeeeeeeseesee e eee e 7,224 1,341 18.56 9,498 1,499 15.78
Other interest incOME(3) ....oocvvvvvereeeieennn. — — _ — 19 _
Total interest-earning assets.................... 11,730 1,843 15.71 19,467 2,579 13.25
Non-interest-earning assets:

Cash and cash equivalents(4) .................. 1,287 2,776

ACCEPLANCES.......eee et 2,507 2,575

Property and equipment ...........c.ccceeeveene 212 910

Other aSSetS.......oovvverererie e 222 933

Total non-earning assets.......ccccvvvevveenee. 4,228 7,194

Total @SSELS...cvvieereeer e Rs. 15,958 Rs. 1,843 Rs. 26,661 Rs. 2,579

Liabilities:

Interest-bearing liabilities:

Savings account depositS .........ccecvvennen.. Rs. 304 Rs. 10 329% Rs. 815 Rs 28 3.44%
Time depoSitsS......cccoovervieereenr e e 7,449 962 12.91 14,325 1,590 11.10
Long-term debt 76 13 17.11 109 16 14.68
Trading account and other liabilities........ 1,655 185 11.18 1,936 220 11.36
Total interest-bearing Liabilities.............. 9,484 1,170 12.34 17,185 1,854 10.79
Non-interest-bearing ligbilities:

Non-interest-bearing deposits.................. 2,170 3,399

Other ligbilities.........ccovveriiiiiiinieiee, 2,616 3,767

Total non-interest-bearing liabilities........ 4,786 7,166

Total liabilities........ooovvveeiiii Rs. 14,270 Rs. 1,170 Rs. 24351 Rs. 1,854
Stockholders' equity.......cccccevvvcvecviennn. Rs. 1,688 Rs. 2,310

Total liahilities and stockholders' equity.. Rs. 15,958 Rs. 26,661

(1) Includes government of India securities, inter-bank deposits and lending, commercial paper, certificate of
deposits and equity securities.

(2) Includes corporate debt securities, government of India securities held as available for sale and mutual fund units.

(3) Includesinterest income earned on balances maintained with the Reserve Bank of India pursuant to the cash
reserve ratio requirement, which is 9.0% of our demand and time liabilitiesas at March 31, 2000, excluding
certain specified liabilities. See “ Supervision and Regulation — Legal Reserve Requirements— Cash Reserve
Ratio”. Upto fiscal 1997, no interest was payable by the Reserve Bank of India on these balances. Sincefisca
1998, the Reserve Bank of India paysinterest of 4.0% per annum on balances in excess of 3.0% of our demand
and time liabilities.

(4) Includes balances maintained with the Reserve Bank of India pursuant to the cash reserve ratio requirement.
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Analysisof Changesin I nterest Revenue and Interest Expense Volume and Rate Analysis

The following table setsforth, for the periodsindicated, the changesin the components of our net interest

revenue.

Fiscal 1998 vs. Fiscal 1997

Fiscal 1999 vs. Fiscal 1998

Fiscal 2000 vs. Fiscal 1999

Increase (decrease)(1) dueto

Increase (decrease)(1) dueto

Increase (decrease)(1) dueto

Changein Changein Changein Changein Changein Changein
Net Aver age Aver age Net Aver age Aver age Net Aver age Aver age
Change Volume Rate Change Volume Rate Change Volume Rate
(inmillions)

Interest revenue:
Cash, cash equivaents

and trading assets........ Rs. 832 Rs. 79 Rs 42 Rs. 1384 Rs 1359 Rs. 25 Rs. 887 Rs. 1,068 Rs (181)
SECUNti€S uueveeeeeerreee.. (273) (224) (49) 157 162 (5) 379 362 17
Loans, net.........ccceeeenneee. 158 359 (201) 1,208 1,321 (113) 1,730 1,795 (65)
Other interest income..... 19 19 — 62 62 — 48 48 —
Tota interest

FOVENUEC .o Rs. 736 Rs. 944 Rs. (208) Rs 2811 Rs 2904 Rs (93) Rs 3044 Rs 3273 Rs (229)
Interest expense:
Savings account

deposits......cccvveveenee. Rs. 18 Rs. 18 Rs. — Rs. 26 Rs. 26 Rs — Rs. 64 Rs. 66 Rs (2
Time deposits................ 628 763 (135) 2,063 2,129 (66) 2,018 2,214 (196)
Long-term debt.............. 3 5 %) 139 140 2 89 87 2
Trading account and

other liahilities............ 35 32 3 162 205 (43 241 130 11
Total interest expense.... Rs. 684 Rs. 818 Rs. (134) Rs 2390 Rs 2500 Rs (110) Rs 2412 Rs 2497 Rs. (85
Net interest Revenue...... Rs. 52 Rs. 126 Rs. (74 Rs. 421 Rs. 404 Rs 17 Rs. 632 Rs. 776 Rs. (144)

(1) Thechangesin net interest revenue between periods have been reflected as attributed either to volume or rate changes. For the
purpose of this table, changes which are due to both volume and rate have been allocated solely to volume.

Yields, Spreadsand Margins

Thefollowing table setsforth, for the periods indicated, the yields, spreads and interest margins on our interest-

earning assets.

INTErESL FTEVENUE ...t
Average interest-earning assetS.......ccovevereeerererenrenenereneens
INLErESt EXPENSE. ...ttt
Average interest-bearing liabilities.........cooovvvvenircnineene,
Average total asSetS.......covvvrerinvneene e
Average interest-earning assets as a percentage of average
total @SSELS......ccv i
Average interest-bearing liabilities as a percentage of
averagetotal aSSEtS.......ovvvvnrenese s
Average interest-earning assets as a percentage of average
interest-bearing liabilities.........c.ccvveivevvncccnescene,
YHEIO i
COoSt Of FUNAS.....eeerrs s
RS 02 o [ (1 SRS
Net interest Margin(2) ......ccceeeeeeeeeeesneeeeeseeenns

Year ended March 31,

1997 1998 1999 2000
(in millions, except per centages)
Rs. 1,843 Rs.2,579 Rs.5,390 Rs. 8,434
11,730 19,467 42,521 68,982
1,170 1,854 4,244 6,656
9,484 17,185 41,212 66,897
15,958 26,661 53,325 87,264
73.5% 73.0% 79.7% 79.0%
594 64.5 773 76.7
1237 1133 103.2 1031
15.71 13.25 12.68 12.23
12.34 10.79 10.30 9.95
3.37 2.46 2.38 2.28
5.74 3.72 2.70 2.58

(1) Spread isthe difference between yield on average interest-earning assets and cost of average interest-bearing
liabilities. Yield on average interest-earning assetsistheratio of interest revenue to average interest-earning
assets. Cost of average interest-bearing liabilitiesisthe ratio of interest expense to average interest-bearing

liabilities.

(2) Netinterest marginistheratio of net interest revenue to average interest-earning assets. The differencein net
interest margin and spread arises due to the difference in amount of average interest-earning assets and average
interest-bearing liabilities. If average interest-earning assets exceed average interest-bearing liabilities, net
interest margin is greater than the spread and if average interest-bearing liabilities exceed average interest-earning

assets, net interest margin isless than the spread.
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MANAGEMENT’SDISCUSSION AND ANALYS S OF FINANCIAL CONDITION
AND RESULTSOF OPERATIONS

You should read the following discussion and analysis of our financial condition and results of operations
together with our audited financial statements. The following discussion is based on our audited financial statements,
which have been prepared in accordance with US GAAP.

Introduction

Our loan portfalio, financial condition and results of operations have been, and in the future, are expected to be
influenced by economic conditions, particularly industrial growth, in Indiaand certain global developments,
particularly in commodity prices relating to the business activities of our corporate customers. For ease of
understanding the discussion of our results of operationsthat follows, you should consider the introductory discussion
of these macroeconomic factors.

Indian Economy

Despite the dlowdown in the global economy between 1997 and 1999 stemming from the economic crisisin Asia,
Russiaand elsewhere, the GDP growth rate for the Indian economy was 7.8% in fiscal 1997, 5.0% in fiscal 1998 and
6.8%in fiscal 1999. Infiscal 2000, growth in GDP was 6.4%. The overall performance in fiscal 2000 was affected by
awar on the border, mid-term elections and a cyclonein one of the states.

Growth inindustrial production in India, however, slowed to 4.0% in fiscal 1999 from 6.6% in fiscal 1998 and
5.6% in fiscal 1997, with overall GDP growth driven by other sectors such as agriculture and services. Therewasa
recovery in fiscal 2000 to 8.1%. Average inflation, as measured by the wholesale price index, remained below 7.0%
in each of fiscal 1997, 1998, 1999 and 2000. After the Asian crisisin 1997-1998, unlike certain south-east Asian
currencies, the rupee maintained its value due to effective exchange rate management by the Reserve Bank of India
and the fact that convertibility of the rupeeisstill controlled. However, the rupee has come under some pressurein
recent months due to the increased demand for dollars arising out of oil imports and slowing down of capital flows.

The Indian economy registered a GDP growth rate of 5.8% in the first quarter ended June 30, 2000 compared to
6.9% in thefirst quarter ended June 30, 1999. The lower GDP growth rate was due to lower growth in agriculture and
industry. Growth inindustrial production was also lower at 5.4% in the period April-June 2000 compared to 5.7%in
the period April-June 1999. Average inflation, as measured by the wholesale price index, for the period April-July
2000 was 6.4% compared to 3.0% during the corresponding period of the previous year. Higher inflation was
essentially dueto therising prices of fuel products.

The rapid reduction in trade barriers and integration with global markets, and the downtrend in global commodity
markets, caused difficulty in the Indian economy for those commercia enterprises with cost inefficiencies, poor
technology and fragmented capacities. Over the last few years, a sharp reduction in international steel pricesto
historic lows has had an adverse impact, for example, on the companiesin theiron and steel industry. In addition, a
significant reduction in import tariffs over the last three yearsled to price competition from certain countries,
substantially reducing domestic steel prices. Thetextilesindustry was also affected by areduction in exportsasa
result of the devaluation of certain south-east Asian currenciesin 1998, making Indian exports less competitive, and
resulting in adecrease in demand in Asia.

While the Indian economy as awhole has continued to grow, although at a slower rate than in past periods, the
declinein prices of raw materials and commaodities has made it difficult for some Indian companies to operate
profitably. Certain companies have had to restructure their operationsto deal with the resulting financial stressand in
some cases, have had to operate at levels below their overall capacities, suffering cash losses asaresult. In certain
cases, while continuing to generate revenue and net profits, some of our borrowers have had to make significant
changesin their operations, selling unproductive assets, merging with other market participants, reducing costs and
refocusing their business objectives. This has resulted in the need to restructure and renegotiate credit and related
facilities with banks and financial institutions including, in some cases, us.

Indiaimports over 70% of its requirements of petroleum products. The sharp increase in global prices of these
products, such as has occurred in the past few months, could adversely impact the Indian economy in general and
consequently the Indian banking system. Overall industrial growth could slow down which in turn could adversely
affect our businessincluding our ability to grow, the quality of our assets and our ability to implement our strategy.
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Banking Sector

According to the Reserve Bank of India s data, total deposits of all commercial banks haveincreased by 16.5% in
fiscal 1997, 19.8% in fiscal 1998, 17.9% infiscal 1999 and 13.9% in fiscal 2000. Infiscal 1997 and 1998, the high
growth in deposits was primarily the result of a shift in depositor preference towards bank deposits and away from
capital market instruments due to depressed capital market conditions resulting from relatively lower industrial
growth. Infiscal 1999, the government-controlled State Bank of India, the largest commercia bank in India, issued
bonds, totaling Rs. 179.5 billion (US$ 4.1 hillion), to non-resident Indians living abroad. These bonds are included in
computing the total deposits of all commercial banksinfiscal 1999. Excluding these proceeds, growth in deposits
would have been 15.0% in fiscal 1999 compared to 19.8% in fiscal 1998. This slowdown in the growth of deposits
reflected ahigher holding by households of cash and non-bank deposits. In fiscal 2000, growth in deposits slowed
down as there was a shift in household preference from deposits to mutual funds as well aslower interest ratesin
general.

According to the Reserve Bank of Indid s data, bank credit increased at a slower rate than total bank depositsin
recent years, growing 9.6% in fiscal 1997, 16.4% in fiscal 1998, 13.8% in fiscal 1999 and 18.2% in fiscal 2000. These
growth rates reflected the trend in growth in industrial production during these years. Banksin Indiaaso invest in
commercid paper, medium and long-term bonds and, to alimited extent, in equity securities. Including these
investments, the total growth in bank credit was 12.3% in fiscal 1997, 18.1% in fiscal 1998 and 16.4% in fiscal 1999.
In fiscal 2000, growth was 18.6% as aresult of improved growth in industrial production.

In the last three fiscal years there has been a downward movement in interest rates, this movement was
principally dueto the Reserve Bank of India s policy of assuring adequate liquidity to the banking system and
generaly lowering therate at which it would lend to Indian banks to ensure that corporate borrowers have access to
funding at competitive rates. The Reserve Bank of India’ s primary motive has been to realign interest rates with the
market to fecilitate a smooth transition from a government-controlled regimein the early 1990s, when interest rates
were heavily regulated, to a more market-oriented interest rate regime. Banks have generally followed the direction of
interest rates set by the market and adjusted both their deposit rates and lending rates downward. On July 21, 2000,
the Reserve Bank of Indiareversed the downward movement of the last three fiscal years and announced an increase
in the bank rate of 100 basis points. Thisincrease does not affect the financial results for the periods under review in
thisannual report but can be expected to affect our results for fiscal 2001.

Thefollowing table setsforth the decline in average deposit rates and average lending rates of five major public
sector banksfor the last three years.

Average deposit rate Average prime
Fiscal year for over oneyear term (range) lending rate (range)
S 11.0-12.0% 14.5-15.0%
TO98.......o e 10.5-11.0 14.0
1990...... e 9.0-11.0 12.0-13.0
12200 O S 8.0-105 12.0-125

Source: Reserve Bank of India: Handbook of Statistics on Indian Economy, 1999, Annua Report 1999-2000 and
Weekly Statistical Supplements.

In line with the general market trends illustrated in the above table, our average deposit rate for depositswith a
maturity of greater than one year decreased to 10.5%-11.0% in fiscal 2000 from 12.0%-14.5% in fiscal 1997. Our
average prime lending rate range decreased to 13.5% in fiscal 2000 from 17.0%-18.5% in fiscal 1997. As of
September 30, 2000, our deposit rate for deposits with aterm of more than one year was 10.25% and our average
prime lending rate for loans with aterm of more than one year was 14.0%. Our competitors have similarly increased

their rates following the announcement of the Reserve Bank of Indiaon July 21, 2000.
Results of Operations

In spite of the dowdown in the economy between 1997 and 1999 and stress on certain core sectors of industry
such asiron and steel and textiles, we were able to add to our assets and liabilities at arapid pace since wewere a
recent entrant in the commercial banking sector and we were able to acquire new customers from public sector banks.
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We cannot guarantee that we will be able to continue to achieve the same growth rates as those achieved in the last
threefiscal years.

We analyze our financial performance in terms of interest revenue earned from cash, cash equivalents, trading
account assets (i.e., interest-earning liquid assets maintained by our domestic treasury for meeting reserve
requirements), loans and securities as offset by interest expense incurred from deposits, long-term debt and trading
account liabilities. We analyze our average cost of deposits, yield on loans and returns from our trading portfolio and
portfolio of available for sale securities on aregular basis. Along with these measures, we a so focus on the gross non-
performing loans, allowance for credit losses, nortinterest revenue and non-interest expense to study our profitability.
We discuss bel ow these measures of financial performance.

Net | nterest Revenue
Fiscal 2000 compared to Fiscal 1999

Net interest revenue increased 55.1% in fiscal 2000 compared to fiscal 1999 reflecting mainly the following
factors:

anincrease of 62.2% in the average volume of interest-earning assets, offset by

adecrease of 12 basis pointsin the net interest margin to 2.58% in fiscal 2000 from 2.70% in fiscal 1999
and adecrease of 10 basis pointsin our spread to 2.28% in fiscal 2000 from 2.38% in fiscal 1999.

Theincrease in our average volume of interest-earning assets was primarily due to arisein our loansto more
higher rated corporate clients resulting from our joint marketing efforts with ICICI through the Mgjor Clients Group.
During this period, our net interest margin decreased primarily due to this shift towards loansto higher rated clients,
which loans, consistent with market conditions typically, earn lower yields due to the lower credit risk associated with
these borrowers, and an 85 basis point declinein yield on cash, cash equivaents and trading account assets.

Thefollowing table setsforth, for the periods indicated, the principal components of our net interest revenue
(which reflectsinterest revenue from cash, cash equivalents and trading account assets, securities, loans and other
assets minus interest expense on deposits, long-term debt and trading account and other liabilities). For further
information on assets and liabilities, changesin interest revenue and interest expense volume and rate analysis, yields,
spreads and margins for these periods, see " Selected Financia and Operating Data'.

Year ended March 31,

2000/1999
1999 2000 2000 % change
(in millions, except per centages)
Interest revenue
Cash, cash eguivalents and trading
ACCOUNE BSSELS....cvvveeireeneesienienienieneens Rs. 2297 Rs. 3184 uss 72 38.6%

SECUMTIES. ...t 305 684 16 124.3
(0= 0 S 2,707 4,437 102 63.9
OthErS...c.viviiiiiis e 81 129 3 59.3
Total interest revenue .........cocevevvvrenens Rs. 5,390 Rs. 8434 US$ 193 56.5
Interest expense
Savings account deposits ...............c....... Rs. 54 Rs. 118 Uss 3 118.5
Time deposits......ccovveierereeiieeree e 3,653 5671 130 55.2
Long-term debt.........ccoeveviieeiiieiiieen, 155 244 6 574
Trading account and other liabilities...... 382 623 14 63.1
Total interest eXPeNSe.......ccccveeveiveenneene. Rs. 4,244 Rs. 6,656 Us$ 153 56.8
Net interest revenue...........cceevevvne Rs. 1,146 Rs. 1,778 Uss 40 55.1

Interest revenue increased 56.5% in fiscal 2000 compared to fiscal 1999 reflecting an increase in the average
volume of interest-earning assets, principally loans, offset by adeclinein the grossyield on interest earning assets.
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The average volume of loansincreased by Rs. 12.6 billion (US$ 289 million) or 67.9% to Rs. 31.1 billion (US$ 714
million) in fiscal 2000 compared to fiscal 1999. Our loan growth was due to an increase in our working capital loans
primarily to more higher rated, larger corporate clients acquired through our joint marketing efforts with ICICI
through the Mgjor Clients Group. For afurther discussion of our joint marketing efforts, see “ Relationship with

ICICI Group — Group Operating Strategy”. The declinein yield on interest-earning assets was primarily due to a85
basis points decline in yield on cash, cash equivalents and trading account assets to 10.01% in fiscal 2000 from
10.86% in fiscal 1999 and adeclineinyield on loans by 36 basis pointsto 14.24% in fiscal 2000 from 14.60% in
fiscal 1999. This decrease reflected agenera decline in interest rates during this period as well as an increased
volume of loansto higher rated clients which loans, corsistent with market conditions, typically earn lower yields due
to the lower credit risk associated with these borrowers. Our yield was aso impacted by our norn-performing loans on
which we do not accrue interest.

The average volume of cash, cash equivalents and trading account assetsincreased 50.5% in fiscal 2000 by Rs.
10.7 billion (US$ 245 million) compared to fiscal 1999 primarily due to increased reserve requirements resulting from
a66.7% increase in average depositsin fiscal 2000. Our trading portfolio primarily consists of government of India
securitieswhich are primarily held to meet our statutory liquidity reserve requirements. For further discussion of
regulatory requirements applicable to our business, see “ Supervision and Regulation — Lega Reserve Requirements”.
Theyield on cash, cash equivalents and trading account assets decreased 85 basis pointsin fiscal 2000. This decrease
was primarily caused by reduced opportunities to swap rupee fundsinto US dollars at forward rates as attractive as
those prevalent in fiscal 1999.

The average volume of our securities portfolio increased 112.5% to Rs. 6.0 billion (US$ 138 million) in fiscal
2000 from Rs. 2.8 billion (US$ 65 million) in fiscal 1999. Theyield on these available for sale securitiesincreased to
11.37% infiscal 2000 from 10.77% in fiscal 1999 primarily dueto the higher level of dividend income earned from
investmentsin mutual funds. Our investment in mutual fundsincreased to Rs. 1.9 billion (US$ 44 million) at March
31, 2000 from Rs. 278 million (US$ 6 million) at March 31, 1999 primarily because we took advantage of the
buoyant Indian equity capital markets. Dividend income increased to Rs. 326 million (US$ 7 million) in fiscal 2000
from Rs. 57 million (US$ 1 million) in fiscal 1999.

The average volume of our interest-bearing liabilities increased primarily due to an increase in time deposits
which were 84.2% of average interest-bearing liabilitiesin fiscal 2000. The average volume of time deposits
increased by Rs. 22.0 billion (US$ 504 million) or 64.1% to Rs. 56.4 hillion (US$ 1.3 billion) in fiscal 2000 from Rs.
34.3 hillion (US$ 787 million) in fiscal 1999 primarily due to an increase in corporate time deposits. The growth in
our corporate deposits was driven by our provision of daily quotes of interest rates for depositsin excess of Rs. 10
million, a service not provided by most of our competitors during this period.

Theincrease in the average volume of interest-bearing liabilities was also driven by a general increase in retail
deposits. We were able to increase deposit taking from retail customers by offering products targeted at new segments
of customers, including “Power Pay”, adirect deposit product designed to streamline the salary payment systems of
our corporate customers. The share of new “Power Pay” accountsin all new savings accountsin fiscal 2000 was 40%.
New “Power Pay” customers generally tended to aso open time deposit accounts leading to afurther increase in time
deposits. Our focus on retail deposit taking resulted in the 102% growth in our retail depositsin fiscal 2000 compared
t0 49.3% growth in our corporate depositsin the same period.

The average cost of interest-bearing liabilities declined primarily due to the decrease in the average cost of time
deposits offset, in part, by theincreasein cost of trading account and other liahilities. Asour retail depositstypicaly
carry lower interest rates compared to our corporate deposits, the increase in retail deposits as a percentage of total
depositsover the past year resulted in the average cost of time deposits decreasing 58 basis pointsto 10.06% in fiscal
2000 from 10.64% in fiscal 1999.

The average volume of trading account liabilities, consisting of borrowings from the inter-bank money market
and short-term borrowings from ingtitutions, increased 26.3% in fiscal 2000 to Rs. 5.3 billion (US$ 121 million) from
Rs. 4.2 billion (US$ 96 million) in fiscal 1999 primarily due to the overall growth in our business. The cost of trading
account liabilitiesincreased to 11.84% in fiscal 2000 from 9.16% in fiscal 1999 primarily due to our conversionin
fiscal 2000 of foreign currency liabilitiesinto rupee funds through swap transactions to take advantage of domestic
market trading opportunities. The cost of these swap transactions was accounted for as an interest expense and
included in interest expense on trading account liabilities.
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Fiscal 1999 compared to Fiscal 1998

Net interest revenue increased 58.1% in fiscal 1999 compared to fiscal 1998 reflecting mainly the following
factors:

» anincrease of 118.4% in the average volume of interest-earning assets, offset by

» adecrease of 102 basis pointsin the net interest margin to 2.70% in fiscal 1999 from 3.72% in fiscal 1998
and adecrease of eight basis points in our spread to 2.38% in fiscal 1999 from 2.46% in fiscal 1998.

Theincrease in our average volume of interest-earning assets was primarily due to growth in cash, cash
equivaents and trading account assets as discussed below. Our net interest margin decreased during this period
primarily due to a shift towards loans to more higher rated clients resulting in lower credit spreads, an increasein
gross nor+performing loans and adecline in average interest-earning assets as a percentage of average interest-bearing
liabilitiesto 103.2% in fiscal 1999 from 113.3% in fiscal 1998, as described below.

Thefollowing table setsforth, for the periodsindicated, the principal components of our net interest revenue. For

further information on assets and liabilities, changesin interest revenue and interest expense volume and rate analysis,
yields, spreads and margins, see " Selected Financia and Operating Data".

Year ended March 31,

1999/1998

1998 1999 % change
Interest revenue
Cash, cash equivalents and trading Account assets.............. Rs. 913 Rs. 2,297 151.6%
SECUMTIES ..ttt et 148 305 106.1
[0 0 SR 1499 2,707 80.6
(0107 £ TSRS URPPP 19 81 326.3
Total INLErESt FEVENUE .......ceecvvieiee e Rs. 2,579 Rs. 5,390 109.0
I nterest expense
Savings acCouNt dEPOSITS .....vveivierieiecie e see e Rs. 28 Rs. 54 929
TimME AEPOSITS.....eeivieiiieciii ettt saa e 1,590 3,653 129.7
LoNgterm debt........c.ooiiieiieee e 16 155 868.8
Trading account and other liabilities...... 220 382 736
Total INtEreSt EXPENSE ...ciuvieciieeiie ettt seeesee e rree e Rs. 1,854 Rs. 4,244 128.9
Net interest revenue............cc.cevvvicccicisicicieceeee. RS 725 Rs. 1,146 58.1

Interest revenueincreased 109.0% in fiscal 1999 compared to fiscal 1998 reflecting an increasein the average
volume of interest-earning assets, offset by adecline in the grossyield on interest-earning assets. Theincreasein our
interest-earning assets was primarily driven by the growth in cash, cash equivaents and trading account assets. The
average volume of cash, cash equivaents and trading account assets increased 144.8% in fiscal 1999 to Rs. 21.1
billion (US$ 483 million) compared to fiscal 1998 primarily due to increased reserve requirements resulting from a
112.8% increase in average depositsin fiscal 1999. Contributing to thisincrease in interest-earning assets were
foreign currency denominated deposits which increased as aresult of rupee funds being occasionally swapped into US
dollars at attractive forward rates and placed in banks outside India.

The declinein yield on interest-earning assets was primarily dueto the declinein yield on loans. The average
volume of loansincreased by Rs. 9.0 billion (US$ 208 million) or 95.3% to Rs. 18.5 hillion (US$ 426 million) in
fiscal 1999 compared to fiscal 1998 due to an increase in our working capital loans acquired through our joint
marketing efforts with ICICI through the Mgjor Clients Group. The yield on loans decreased 118 basis points to
14.60% infiscal 1999 from 15.78% in fiscal 1998 primarily dueto lower market rates generally prevaent in fiscal
1999 compared to fiscal 1998 and the increased volume of loans to higher rated clients which, consistent with market
conditions, typically earn lower yields. Our yield was aso lower dueto an increase in our non-performing loans as we
do not accrue interest on nor+performing loans.
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The average volume of our securities portfolio increased 112.6% to Rs. 2.8 billion (US$ 65 million) in fiscal
1999 from Rs. 1.3 billion (US$ 31 million) in fiscal 1998. Theyield on these available for sale securities declined to
10.77% in fiscal 1999 from 11.11% in fiscal 1998 primarily due to the lower coupon rate on additional securities
purchased during the year in line with the general downward movement in market interest rates.

Other interest revenue was derived from interest paid on cash reserves we were required to deposit with the
Reserve Bank of Indiain accordance with their cash reserve ratio requirements. These amounts increased 326.3%
from fiscal 1998 to fiscal 1999 primarily dueto the fact that we received interest revenue on these cash reserves for all
of fiscal 1999 compared to only six months of fiscal 1998 since the Reserve Bank of Indiapaid interest on cash
reserves beginning October 1997 only. In addition, other interest revenue increased due to increase in cash reserves as
aresult of theincrease in our average deposits since the cash reserve requirement is calcul ated as a percentage of our
demand and time deposits. For afurther discussion of these cash reserve requirements, see “Business— Treasury —
Generd”.

The average volume of our interest-bearing liabilitiesincreased primarily due to an increase in time deposits
which accounted for 83.3% of average interest-bearing liabilitiesin fiscal 1999. The average volume of time deposits
increased by Rs. 20.0 billion (US$ 460 million) or 139.8% to Rs. 34.3 billion (US$ 786 million) in fiscal 1999 from
Rs. 14.3 hillion (US$ 329 million) infiscal 1998. Thisincrease was attributable to our continued focus on deposit
taking by offering products targeting different segments of customers with features tailored to their specific
requirements. We were thereby able to build existing customer relationships and acquire new time deposit customers.

The average cost of interest-bearing liabilities declined primarily due to the decrease in the average cost of time
deposits and trading account and other liabilities. The market interest rates were generally lower in fiscal 1999
compared to fiscal 1998. Consequently, we reduced the interest rate payable on short-term deposits to 5.0%-10.0%in
fiscd 1999 from 6.0%-13.0% (except for one day during this period when the interest rate payable was 16.0%) in
fiscal 1998 and the interest rate payable on deposits of over one year maturity to 11.0%- 11.5% in fiscal 1999 from
8.5%-13.0% in fiscal 1998. Asaresult of these interest rate reductions, the average cost of time deposits decreased 46
basis pointsto 10.64% in fiscal 1999 from 11.10% in fiscal 1998. The reduction in the average cost of time deposits
was lower than the reduction in the interest ratesoffered on time deposits because our time deposits re-price only at
maturity and existing deposits continue to earn interest at the original contracted rate until their maturity. Asaresult,
revised interest rates on deposits are applicable only to new deposits made.

The average volume of trading account liabilities, consisting of borrowings from the inter-bank call money
market and short-term borrowings from institutions, increased 115.3% in fiscal 1999 to Rs. 4.2 billion (US$ 96
million) from Rs. 1.9 billion (US$ 44 million) in fiscal 1998 primarily due to the overall growth in our business. The
cost of trading account liabilities decreased to 9.16% in fiscal 1999 from 11.36% in fiscal 1998 in line with the lower
market rates prevalent in fiscal 1999.
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Provisionsfor Credit L osses

Thefollowing table setsforth, for the periods indicated, certain information regarding our norn-performing loans.

At March 31,
1999/1998 % 2000/1999 %
1998 1999 change 2000 2000 change

(in millions, except per centages)
Grass non-performing

[0aNS.......ccoeverieeirerereeens Rs. 604 Rs. 1,613 167.1 1,418 US$ 33 (12)%
Allowance for credit

[OSSES....ooovrereereererieeineens 425 880 107.1 748 17 (15)
Net non-performing

[0ans......ccc. ceeeevrcrereeens 179 733 309.5 670 16 9)
Gross non-performing

loans as a percentage of

grossloans........cccceeenns 4.58% 5.66% 2.97%

Net non-performing loans

as a percentage of net

[0ANS....ccoieieieeieeeeeeeeeene 1.40 2.66 143
Allowances for credit

losses as a percentage of

gross nor+performing

[0ans.....covvnininiinine 70.36 54.56 52.75
Allowances for credit

losses as a percentage of

grosstota loans... ........ 3.22 3.09 157

Thefollowing table setsforth, for the periods indicated, certain information regarding our provisionsfor credit
losses.

Year ended March 31,

1998 1999 2000 2000
(in millions, except per centages)
Provisionsfor credit losses...........c....... Rs. 360 Rs. 540 Rs. 427 Uss 10
Provisions for credit osses as a percentage of
NELI0ANS.....oeverrrrrrr s 2.82% 1.96% 0.91%
Provisions for credit osses as a percentage of
total assets.....covveeeeecceree e 102 0.71 0.33

For information on changesin the allowance for credit losses, seeBusiness—Non-Performing Loans—
Allowancefor Credit Losses’.

Our loan portfolio is composed largely of short-term working capital loans where we have a security interest and
first lien on al the current assets of the borrower, typically inventory and accounts receivable. Wetypically lend
between 60.0% and 80.0% of the appraised value of collateral to ensure that our |oans are sufficiently over-
collateralized. However, the recoveries from non-performing loans are subject to delays that may take severa years,
dueto thelong legal collection processin India. For afurther discussion of enforcement of collatera interestsin
India, see“Business— Loan Portfolio— Collateral — Completion, Perfection and Enforcement”. Asaresult, we make
an allowance for the loans based on the time val ue of money or the present value of expected realizations of collateral,
which takes into account the delay we will experience before recovering our principal. The time to recovery, expected
future cash flows and realizable value for collateral value are periodically reviewed in estimating the allowance.

We make an allowance for credit losses resulting from anon-performing loan by comparing the net present value
of the expected cash flows from the loan discounted at the effective interest rate of the loan and our carrying value of
the loan. We believe that our process for ascertaining our allowance for credit |osses captures the expected losses on
our entire loan portfolio. There can, however, be no guarantee that non-performing loans will not increase and that the
current allowance for credit losses will be sufficient. For further discussion of our treatment of non-performing loans,
see “Business— L oan Portfolio — Recognition of Non-Performing Loans’.
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Changesin our provisiors and our allowance for credit losses as awhol e reflect economic trendsin the key
manufacturing, middle market corporate segments in which many of our customers operate. The manufacturing
sector was adversely impacted during fiscal 1998 and 1999 primarily due to a slowdown in the Indian economy, a
downturn in global commaodity prices, particularly in the steel and textiles sub-sectors, and arapid reduction in import
dutieswhich adversely impacted the performance of borrowersin these sectors. The impact was, in particular, more
on the middle market corporate segment which, because of our small balance sheet in our first few years of operation
were our target customers, due to their lower resilience to external factors. Asaresult of these adverse economic
factors during fiscal 1998 and 1999, some of our loans to these borrowers became non-performing.

We cannot assure you that the revival signsin the Indian economy, reflected in the financial results as of
March 31, 2000 will continue during fiscal 2001, especialy in light of the sharp increase in the price of oil and
interest rates.

Growth in gross non-performing loans was arrested in fiscal 2000. In fact, the gross non-performing loans
decreased by 12.1% as at March 31, 2000 to Rs. 1.4 hillion (US$ 33 million) as compared to Rs. 1.6 billion (US$ 37
million) at year-end fiscal 1999. The gross non-performing loans as a percentage of gross loans declined to 2.97% as
at March 31, 2000 from 5.66% at year-end fiscal 1999. Asa percentage of net loans, net non-performing loans
declined to 1.43% at March 31, 2000 from 2.66% at year-end fiscal 1999. Provisionsfor credit lossesasat March 31,
2000 decreased 21% to Rs. 427 million (US$ 10 million) from Rs. 540 million (US$ 12 million) as on March 31,
1999 primarily due to the lower addition to non-performing loansin fiscal 2000 as aresult of reviva signsin the
Indian economy. The gross non-performing loans decreased by Rs. 195 million (US$ 4 million) in fiscal 2000
compared to an increase of Rs. 1,009 million (US$ 23 million) in gross non-performing loansin fiscal 1999. The
coverage ratio for gross nonperforming loans decreased to 52.75% at fiscal 2000 from 54.56% at year-end fiscal
1999.

Gross non-performing loans increased 167.1% in fiscal 1999 to Rs. 1.6 billion (US$ 37 million) at year-end fiscal
1999 from Rs. 604 million (US$ 14 million) at year-end fiscal 1998 due to an increase in non-performing loans to
middle market companies of Rs. 542 million (US$ 12 million) primarily in the light manufacturing and agriculture
sectors caused by adowdown in the Indian economy. The non-performing loansin the light manufacturing, iron and
steel and textile sector increased by Rs. 769 million (US$ 18 million) in fiscal 1999. Thisled to anincreasein gross
non-performing loans as a percentage of grossloansto 5.66% at year-end fiscal 1999 from 4.58% at year-end fiscal
1998. Asa percentage of net loans, net non-performing loansincreased to 2.66% at year-end fiscal 1999 from 1.40%
at year-end fiscal 1998. Provisionsfor credit lossesin fiscal 1999 increased 50.0% to Rs. 540 million (US$ 12
million) from Rs. 360 million (US$ 8 million) in fiscal 1998 in line with the increase in gross non-performing loans.

Management believes that several loans which became nonperforming in fiscal 1998, 1999 and 2000 are
essentialy loans to inherently viable companies. Many of these borrowers are still making interest payments. If the
reviva signs shown in the Indian economy continue, management expects credit lossesin many of these loansto be
lower dueto the viability of these companies and our belief that they will eventually begin making all required
payments. These loans were classified as non-performing as a result of continued stress on cash flows of these
borrowers, primarily due to the slowdown in the Indian economy, the global downtrend in commodity prices coupled
with the rapid reduction in domestic trade barriers over the past few years. In some cases, the non-performing loans
are to operating companies generating positive, albeit reduced, cash flows because they are operating at levels below
their overall capacities. In some cases, in management's view the future cash flows, discounted at the contracted rate
of theloan, adequately cover our current outstanding principal and require no allowance for credit losses and, asa
result no provisions have been made for these loans. Many of these borrowers are making current interest payments.
They have been classified as non-performing in view of the stressed cash flow of the borrower, the borrower's
relatively weak position initsindustry or, in the case of some of the borrowers, adelay in making interest payments.
In all cases of impaired |oans where no provision has been made, management believesthat it has a strong collateral
position. We are monitoring the situation of these loans and borrowers carefully and will make allowancesif our view
of the situation changes. Gross hon-performing loans that require no allowance for credit |osses decreased to Rs. 163
million (US$ 4 million) at year-end fiscal 2000 from Rs. 466 million (US$ 10 million) at year-end fiscal1999. This
was aso reflected in the provisions for credit losses as a percentage of total assets declining to 0.33% in fiscal 2000
from 0.71% in fiscal 1999 and 1.02% in fiscal 1998. We have also reached negotiated settlements with some of our
borrowers where we expect to recover the mgjority of the gross principa outstanding. At March 31, 2000, we had 9
non-performing loans having a gross principal outstanding of Rs. 163 million (US$ 4 million) for which no allowance
for credit losses has been made, as compared to 16 loans having agross principal outstanding of Rs. 466 million (US$
10 million) at March 31, 1999.
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Wetypically calculate our allowancefor credit losses on aloan-for-loan basis. Credit card receivables are
collectively evaluated for impairment based on the profile of days past due, classified into various time categories.
Provisions are based as a fixed percentage of these pre-defined time categories. Weintend to review this policy
annually based on our historical delinquency and credit loss experience.

Non-Interest Revenue
Fiscal 2000 compared to Fiscal 1999

Thefollowing table setsforth, for the periodsindicated, the principal components of our nor-interest revenue.

Year ended March 31,

2000/1999
1999 2000 2000 % change
(in millions, except per centages)
Fees and commissions @..........cocovevven. Rs. 370 Rs. 607 Uss 14 64.1%
Trading account revenue®®..................... 134 857 20 539.6
Securities transactions® ........................ 21 75 2 257.1
Foreign exchange transactions® ............ 1 220 5 (355)
Other revenue..........ccooeeveeneienseeneenn - - - -
Total non-interest revenue, net............... Rs. 866 Rs. 1,759 Uuss 41 103.1

(1) Primarily from fee-based income on services such as the issue of documentary credits, the issue of guarantees, cash
management services and remittances.

(2) Primarily reflectsincome from trading in government of India securities.
(3) Primarily reflects capital gains realized on the sale of available for sale securities.

(4) Arises primarily from purchases and sales of foreign exchange on behalf of our corporate clients and trading for our own
account.

Norrinterest revenue increased 103.1% in fiscal 2000 to Rs. 1.8 billion (US$ 41 million) from Rs. 866 million
(US$ 20 million) in fiscal 1999, primarily dueto an increasein trading account revenue and fees and commissions.
Theincrease in trading account revenue was primarily dueto the significantly higher level of trading opportunitiesin
fiscal 2000 compared to fiscal 1999. These types of market opportunities may not be available in every period.

Thefollowing table setsforth, for the periods indicated, the principal components of our fees and commissions.

Year ended March 31,

2000/1999
1999 2000 2000 % change
(in millions, except per centages)

REMIttANCES.......cccvvevecveeeie e Rs. 38 Rs. 51 Uss 1 34.2%

Cash management Services...........ccoe...... 53 123 3 132.1
Commissions:

BillS ..ot 63 89 2 30.9
GUArANEEES ......ceeveeeeee e e e e e 75 114 2 52.0
Documentary credit .........ccovevvveiinenee. 73 118 3 61.6
Others.....oooceieceeecee e, 63 112 3 778
Total COMMISIIONS.....c.cccvvveirieiireieeenne 279 433 10 55.2
Total fees and commissions .................. Rs. 370 Rs. 607 Uss 14 64.1

Fees and commissionsincreased 64.1% in fiscal 2000 primarily due to the increase in income from cash
management services and commissions on documentary credits and guarantees. Increased marketing efforts through
the Growth Clients Group and the Major Clients Group helped us to increase cash management services, guarantees,
documentary credits and bills. The number of our customers for cash management services aloneincreased to 254 at

90



March 31, 2000 from 155 at March 31, 1999. The amount handled under cash management services also increased
significantly to Rs. 656.2 billion (US$ 15.0 hillion) infiscal 2000 from Rs. 389.4 hillion (US$ 8.9 hillion) infiscal
1999. As aresult, income from cash management services increased 132.1% to Rs. 123 million (US$ 3 million) in
fiscal 2000 compared to fiscal 1999. Commissionsincreased 55.2% to Rs. 433 million (US$ 10 million) in fiscal
2000 from Rs. 279 million (US$ 6million) in fiscal 1999. Our guarantees increased 63.3% to Rs. 7.6 billion (US$ 173
million) at March 31, 2000 from Rs. 4.6 billion (US$ 106 million) at year-end fiscal 1999 and our acceptances
primarily consisting of documentary credits, increased 52.0% to Rs. 8.5 billion (US$ 195 million) at year end fiscal
2000 from Rs. 5.6 hillion (US$ 128 million) at year-end fiscal 1999. Asaresult, in fiscal 2000, commissions on
guaranteesincreased 52.0% and commissions on documentary creditsincreased 61.6%. Commissions on bills also
increased 30.9% in fiscal 2000 compared to fiscal 1999.

Trading account revenue resulting largely from sales of government of India securities, increased to Rs. 857
million (US$ 20 million) in fiscal 2000 from Rs. 134 million (US$ 3.1 million) in fiscal 1999 primarily dueto the
significantly higher level of trading opportunities. We took advantage of the decline in the yield on debt securitiesand
sold higher yielding debt securities from our portfolio. Although our equity investments are limited by Reserve Bank
of Indiarequirements, we nonetheless were able to benefit from a buoyant equity capital market. Asaresult, in fisca
2000 the gain on sale of trading securitieswas Rs. 936 million (US$ 21 million). In light of theincreasesin rupee
interest ratesin fiscal 2001, which will adversely affect the value of our rupee fixed income trading portfolio,
management does not expect these extraordinary resultsto be repeated in fiscal 2001.

Our income from foreign exchange transactions declined 35.5% to Rs. 220 million (US$ 5 million) in fiscal 2000
compared to fiscal 1999 primarily due to the declinein spread on corporate transactions on account of competition
and the restricted trading opportunitiesin this period since exchange rates remained steady.

Fiscal 1999 compared to Fiscal 1998

Thefollowing table setsforth, for the periods indicated, the principal components of our nor-interest revenue.

Year ended March 31,

1999/1998
1998 1999 % change
(in millions, except per centages)
Fees and COMMISSIONS(L).....cccovrereerrrenerenieenererereresereeeee e Rs. 240 Rs. 370 54.2%
Trading account reVENUE(2).........c.cuuvvevcrnrmnnsssieiessssssennn, 147 134 (8.8;
SecuritiestransaCtions(3)......ovvrererenenenenesenesese s 32 21 (344
Foreign exchange transactions(4).......ccceevvevereeenesereseeneseseneens 171 341 994
(@115 g 1= V= o0 1 — —
Total NON-INErESt FEVENUE.......c.cveveveieieieieieie e Rs. 591 Rs. 866 465

(1) Primarily from fee-based income on services like the issue of documentary credits, the issue of guarantees, cash
management services and remittances.

(2) Primarily reflectsincome from trading in government of India securities.
(3) Primarily reflects capital gainsrealized on the sale of available for sale securities.
(4) Arisesprimarily from purchases and sales of foreign exchange on behalf of our corporate clients and trading for

our own account.

Non-interest revenueincreased 46.5% in fiscal 1999 to Rs. 866 million (US$ 20 million) from Rs. 591 million
(USS$ 14 million) in fiscal 1998, primarily dueto a’54.2% increase in income from fees and commissions and a 99.4%
increase in income from foreign exchange transactions offset, in part, by a decline in trading account revenue and
income from securities transactions.

Thefollowing table setsforth, for the periodsindicated, the principal components of our fees and commissions.
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Year ended March 31,

1999/1998
1998 1999 % change
(in millions, except per centages)
REMITLANCES.......cceeceececeee e Rs. 24 Rs. 38 58.3%
Cash management SErVICES.......ovvvvvrvrreresessesesesenees 35 53 51.4
Commissions:
BillS. it 45 638 511
GUANANTEES......ce ettt s st e s sre s 51 75 47.1
Documentary Credits.......ovovveveenevneeneseneeee s 45 73 62.2
OLNEIS....ccee ettt st 40 63 575
Total COMMISTIONS......cccveeeeeteeteeete et see e 181 279 54.1
Total feesand COMMISSIONS........cccoeeeeeeeseeeesee e Rs. 240 Rs. 370 54.2

Theincrease in income from fees and commissionsin fiscal 1999 was primarily dueto anincreasein feesfrom
cash management services and commissions from guarantees and documentary credits. Increased marketing efforts
through the Growth Clients Group and the Mgjor Clients Group helped usin increasing cash management services,
guarantees, documentary credits and bills. The number of customersfor cash management services increased to 155 at
year-end fiscal 1999 from 105 at year-end fiscal 1998. The amount handled under cash management services also
increased significantly to Rs. 389.4 billion (US$ 8.9 billion) in fiscal 1999 from Rs. 100.7 billion (US$ 2.3 hillion) in
fiscal 1998. Asaresult, income from cash management services increased 51.4% to Rs. 53 million (US$ 1 million) in
fiscal 1999 compared to fiscal 1998.

Commissionsincreased 54.1% to Rs. 279 million (US$ 7 million) at year-end fiscal 1999 from Rs. 181 million
(US$ 4 million) at year-end fiscal 1998. Guarantees increased 75.0% to Rs. 4.6 billion (US$ 106 million) at year-end
fiscal 1999 from Rs. 2.6 hillion (US$ 61 million) at year-end fiscal 1998 and acceptancesincreased 94.9% to Rs. 5.6
billion at year-end fiscal 1999 from Rs. 2.9 billion at year-end fiscal 1998. As aresult, commissions on guarantees
increased 47.1% in fiscal 1999 and commissions on documentary creditsincreased 62.2% in fiscal 1999.
Commissionson hillsincreased 51.1% in fiscal 1999 compared to fiscal 1998.

Trading account revenue, resulting primarily from sales of government of India securities, decreased 8.8% to Rs.
134 million (US$ 3 million) in fiscal 1999 from Rs. 147 million (US$ 3 million) in fiscal 1998. Income from
securities transactions, primarily consisting of capital gains realized on the sale of corporate debt securities, decreased
34.4% to Rs. 21 million (US$ 483,000) in fiscal 1999 from Rs. 32 million (US$733,000) in fiscal 1998. The decrease
in trading account revenue and income from securities transactions was due to restricted trading opportunitiesin the
domestic market in fiscal 1999 primarily dueto uncertainty in the foreign currency markets with respect to the
valuation of the rupee in fiscal 1999 caused by economic sanctionsimposed on Indiain 1998 after nuclear testing was
conducted in India. Subdued sentiment in the debt market also led to a decrease in capital gainsrealized in fiscal
1999. While the interest rates have been continuously declining and the Indian government's policy seemsto support a
lower interest rate regime, there can be no assurance that this type of market opportunities would be availablein the
future.

Our income from foreign exchange transactions increased 99.4% to Rs. 341 million (US$ 8 million) in fiscal
1999 from Rs. 171 million (US$ 4 million) in fiscal 1998 due to favorable market conditionsin foreign exchange
markets and increase in volume of transactionsto Rs. 956.1 billion (US$ 22.0 billion) in fiscal 1999 from Rs. 461.3
billion (US$ 10.6 billion) in fiscal 1998.
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Non-Interest Expense
Fiscal 2000 compared to Fiscal 1999
Thefollowing table setsforth, for the periodsindicated, the principal components of our non-interest expense.

Year ended March 31,

2000/1999
1999 2000 2000 % change
(in millions, except per centages)
Employee expense:
SAAMES .. Rs. 172 Rs. 257 USs$ 6 49.4%
Employee benefits .........ccccvvevvrennnnnne. 32 59 1 84.4
Total employee expense..........cccceevueennee. 204 316 7 54.9
Premises and equipment expense:
Premises.......ccovvevvierneene e . 49 57 1 16.3
Computer and office equipment ......... 183 283 7 54.6
Total premises and equipment expense. 232 340 8 46.6
Administration and other expenses:
Rentals, taxes and electricity ............... 114 180 4 58.0
Advertisement and publicity................ A 39 1 14.0
Communications expense..........cc.ce.... 43 69 1 59.9
Other ... 172 385 9 124.0
Total administration and other expense 363 673 15 85.4
Total non-interest expense..................... Rs. 799 Rs. 1329 US$ 30 66.3

Norrinterest expense increased 66.3% in fiscal 2000 to Rs. 1.3 billion (US$ 30 million) from Rs. 799 million

(US$ 18 million) in fiscal 1999 primarily due to asignificant increase in administration and other expenses. Nor+
interest expense as a percentage of average total assetsincreased to 1.52% in fiscal 2000 from 1.50% in fiscal 1999.

Administration and other expensesincreased 85.4% in fiscal 2000 compared to fiscal 1999 primarily dueto
additional rental payments resulting from the expansion of our branch network and a one-time increase in expenses
from the issuance of new ATM cardsto all our existing customers due to the networking of al our ATMsto Switch
which enabled al of our customersto access their accounts online at any of our ATM machines throughout India. As
we focused on increasing our retail deposits, we engaged the services of direct selling agentsin fiscal 2000 resulting
in higher expenses. The agents were paid commissions based on the number of acceptable accounts mobilized.

Employee expense increased 54.9% in fiscal 2000 due to a50.8% increasein the number of employeesto 1,344
at March 31, 2000 from 891 at March 31, 1999 as we expanded our branch network to 97 branches and extension
counters at March 31, 2000 from 64 branches and extension counters at March 31, 1999.

Premises and equipment expense increased 46.6% in fiscal 2000 compared to fiscal 1999, primarily dueto a
54.6% increase in computer and office equipment expenses due to the depreciation on technology equipment
including servers, persona computers, ATMs, VSATs and BANCS2000.

Fiscal 1999 compared to Fiscal 1998

Thefollowing table setsforth, for the periodsindicated, the principal components of our non-interest expense.
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Year ended March 31,
1999/1998%
1998 1999 change

(in millions, except per centages)

Employee expense:

SAIAMES ..o Rs. 116 Rs. 172 48.3%

Employee benefits........ccovveierveces e 21 32 524
Total employee EXPENSE.......ccvveriirrrrsrsssees s 137 204 489
Premises and equipment expense;

PrEMISES.....cvcvciciccieieie ettt ettt renas 21 49 1333

Computer and office equipmeNnt..........ccovvvvvvvvvrrsrsss 141 183 29.8
Total premises and equipMENt EXPENSE. ........cvevrerereererererererenenens 162 232 43.2
Administration and other expenses:

Rentals, taxes and eleCtriCity......c.covvrivrervrcene s 77 114 481

Advertisement and publiCity........cccooeivvnnennrenerereresesesese e 21 34 61.9

ComMMUNICAIONS EXPENSE.......ceveeerererrerererereereeseseesenesesessesssesensens 22 43 95.5

L@ 1 0 TR 135 172 274
Total administration and other eXpense.........ccovovvvveenenrneneneseens 255 363 424
Total NON-INtErESt EXPENSE.....c.vvvvierererrrrreeeres s Rs. 54 Rs. 799 442

Norrinterest expense increased 44.2% in fiscal 1999 to Rs. 799 million (US$ 18 million) from Rs. 554 million
(US$ 13 million) in fiscal 1998 due to a 48.9% increase in employee expense, a43.2% increase in premises and

equipment expense and a42.4% increase in administration and other expense. Norinterest expense as a percentage of
average total assets decreased to 1.50% in fiscal 1999 from 2.08% in fiscal 1998.

Total employee expense increased 48.9% in fiscal 1999 dueto a47.8% increase in the number of employeesto
891 at year-end fiscal 1999 from 603 at year-end fiscal 1998 as we expanded our branch network in fiscal 1999 to 64
branches and extension counters from 37 branches and extension counters at year-end fiscal 1998.

Premises and equipment expense increased 43.2% in fiscal 1999 compared to fiscal 1998, primarily dueto a
133.3% increase in premises expenses as a result of the addition of 27 new branches and extension counters and the
renovation in some of our branchesin key locations. Computer and office equipment expense increased 29.8% in
fiscal 1999 primarily due to the depreciation on technology equipment including servers, personal computers, ATMs,
VSATs and BANCS2000.

Administration and other expenses increased 42.4% in fiscal 1999 compared to fiscal 1998 primarily due to
additional rental payments resulting from the expansion of our branch network, an increase in communication
expenses, such as telecommunications and postage expenses, resulting from arapid growth in the number of our
customers and an increase in advertising expenses associated with building the ICICI Bank brand name and marketing
our products.

Income Tax Expense

Income tax expense increased 122.9% in fiscal 2000 to Rs. 379 million (US$ 9 million) from Rs. 170 million
(US$ 4 million) in fiscal 1999 primarily due to the higher level of incomein fiscal 2000. Our effective tax rate was
21.3% infiscal 2000 compared to 25.3% in fiscal 1999. Our effective tax rate was lower than the marginal tax rate of
38.5% and 35.0% applicable to companies generally in Indiain fiscal 2000 and fiscal 1999 primarily due to the tax-
exempt income from certain investments of our treasury department including bonds of certain public sector
corporations and mutual funds units. The government of India, in order to facilitate access to competitive funding for
certain public sector companies, allows these companies to issue bonds, the interest on which istax-exempt to the
bondholder. The government of Indiaalso passed aregulation providing that any dividends received on mutual fund
units are tax exempt to the holder of the mutual fund units.

Incometax expenseincreased 63.5% in fiscal 1999 to Rs. 170 million (US$ 4 million) from Rs. 104 million (US$

2million) in fiscal 1998 primarily due to the higher level of incomein fiscal 1999. Our effective tax rate was 25.3%
infiscal 1999 compared to 25.9% in fiscal 1998.
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Financial Condition
Assets

The following tables setsforth, for the periods indicated, the principa components of our assets.

At March 31,
2000/1999 %
1999 2000 2000 change
(in millions, except per centages)
Cash and cash equivalents.......... Rs. 19,928 Rs. 36,326 US$832 82.3%
Trading account assets ®@.......... 15,822 28,228 647 78.4
Securities?........oooeii 3,963 4,709 108 188
LO@NS, NEt..........eveeeeererennnn, 27,597 47,016 1,077 70.4
Acceptances®.................... 5,587 8,490 194 52.0
Property and equipment............. 1,761 2,097 48 19.1
Other assets @.......c.ccevveeeeen. 1,607 3,550 81 120.9
Total @sSetS........ccceeeenn... Rs. 76,265 Rs. 130,416 US$ 2,987 71.0
At March 31,
1999/1998
1998 1999 % change
(in millions, except per centages)

Cash and cash equivaents.......... Rs. 8,728 Rs. 19,928 128.3%

Trading account assets @.......... 7,387 15,822 114.2

Securities?........oooeii 1,476 3,963 168.5

LO@NS, NEL.........eeeeereenenn, 12,765 27,597 116.2

Acceptances®.........c..oeee... 2,866 5,587 94.9

Property and equipment............. 1,363 1,761 29.2

Other assets @i, 693 1,607 1319

Total assets.......covvvvevnnnnns Rs. 35,278 Rs. 76,265 116.2

(1) Primarily includes government of India securities.

(2) Includes corporate debt securities, government of India securities and mutual fund units.

(3) Includes only documentary credits that are non-funded facilities.

(4) Includes deferred tax asset, interest accrued, staff |oans, deposits in leased premises and pre-paid expenses.

(5) Figuresfor fiscal 1999 have been regrouped and reclassified. Please see our notes to the financial statements for a more
detailed- description.

Our total assetsincreased 71.0% at March 31, 2000 compared to at March 31, 1999. Net loans increased 70.4% in
fiscal 2000 compared to at March 31, 1999. The growth wasin corporate lending as working capital loansincreased
80.4% and term loans increased 39.1%. Our loan growth was driven by additional clients referred to us by our parent,
ICICI, aswe increased our focus on doing business with the large more higher rated clientsthat are serviced by the
ICICI group’s Mgjor Clients Group. Loans denominated in foreign currency were less than 5.0% of our total loans at
March 31, 2000. The growth in cash and cash equivalents and in trading account assets was principally due to
increased reserve requirements resulting from a 625% increase in depositsin fiscal 2000. Securitiesincreased 18.8%
in fiscal 2000 primarily due to increased investmentsin mutual fund units as a result of buoyant equity capital
markets. Our marketing strategy helped usin increasing our acceptances by 52.0% to Rs. 8.5 hillion (US$ 194
million) at March 31, 2000 from Rs. 5.6 billion (US$ 128 million) at March 31, 1999.

Our total assetsincreased 116.2% at year-end fiscal 1999 compared to at year-end fiscal 1998. The high growth
in cash and cash equivaents was principally due to increased reserve requirements resulting from a 131.0% increase
in depositsin fiscal 1999 and an increase in rupee funds swapped into US dollars at attractive forward rates and
placed in foreign currency denominated deposits with banks outside India. Trading account assetsincreased 114.2%
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in fiscal 1999 principally due to increased investmentsin government of India securities to meet the reserve
requirements resulting from a 131.0% increase in depositsin fiscal 1999. Securitiesincreased 168.5% in fiscal 1999
primarily due to increased investments in corporate debt securities caused by the rapid growth of our depositsin fiscal
1999 compared to fiscal 1998. In fiscal 1999, our normal loan portfolio was not sufficient to cover these liabilities so
weinvested in corporate debt securities as thistype of investment is the fastest way to deploy additional resources.
Net loansincreased 116.2% in fiscal 1999 compared to at year-end fiscal 1998 reflecting significant growth in
corporate lending as working capital loansincreased 89.2% and term loans increased 194.8%. Our loan growth was
largely due to additional clients acquired through our joint marketing efforts with ICICI through the Major Clients
Group. Our acceptancesincreased 94.9% at year-end fiscal 1999 compared to at year-end fiscal 1998 as aresult of
increased marketing efforts.

Liabilities and Stockholders Equity

Thefollowing tables set forth, for the periods indicated, the principal components of our liabilities and
stockholders equity.

At March 31,
2000/1999
1999 2000 2000 % change
(in millions, except per centages)
DEPOSIES. ... eeeieieiee e Rs. 60,729 Rs. 98,660 USs$ 2,260 62.5%
Trading account liabilities®....... 418 1,922 a4 360.1
ACCEPLANCES. ... cvvvevie e veiiee 5,587 8,490 19 52.0
Long-termdebt....................... 1,764 2,476 57 40.4
Other liabilities@..................... 4,937 7,481 171 515
Total liabilities.....c..covveveininannnn. 73,435 119,029 2,726 62.1
Stockholders equity.................. 2,830 11,387 261 302.4
Total ..o Rs. 76,265 Rs. 130,416 USs$ 2,987 71.0
At March 31,
1999/1998
1998 1999 % change
(in millions, except per centages)

Deposits Rs. 26,290 Rs. 60,729 131.0%
Trading account liabilities™....... 1,793 418 (76.7)
ACCEPLANCES. ... 2,866 5,587 949
Long-termdebt...................ee 129 1,764 —
Other liabilities®..................... 1,729 4,937 1855
Total ligbilities...............cooeevnnen 32,807 73,435 1238
Stockholders equity.................. 2471 2,830 145
Total...oooii Rs. 35,278 Rs. 76,265 116.2

(1) Trading account liabilities are inter-bank borrowings and short-term borrowings from other institutions.

(2) Includes refinancing received from the Reserve Bank of India against our export credit, interest accrued but not due on
deposits and hills payable.
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The following tables set forth, for the periods indicated, the components of our total deposits.

At March 31,
2000/1999
1999 2000 2000 % change
(in millions, except per centages)
Interest-bearing deposits:
Savings depositsS ......cccvveieeerieeeieenee Rs. 2,271 Rs. 5,332 uss 122 134.8%
Time depositS......ccoveveeicvecieesiieene 52,692 77,453 1,774 47.0
Total interest-bearing deposits................ 54,963 82,785 1,896 50.6
Non interest bearing deposits:
Demand depositS .......cccvevvveiviennnnn 5,766 15,875 364 175.3
Total depoSItS......covvveeiiiieieiceei Rs. 60,729 Rs. 98,660 US$ 2,260 62.5
At March 31,
1998 1999 1999/1998 % change

(in millions, except per centages)
Interest-bearing deposits:

SAVINGS AEPOSIES ... Rs. 1,037 Rs. 2,271 119.0%

TiME AEPOSIES ....vveiiie ettt 21,621 52,692 143.7
Total interest-bearing depPoSItS........c.eviiieiiieiieeie e 22,658 54,963 142.6
Non interest bearing deposits:

Demand dePOSITS .......ooieieriiieiee et 3,632 5,766 58.8
Total EPOSITS.....eeivieiiiecii et e Rs. 26,290 Rs. 60,729 131.0

Our total depositsincreased 62.5% in fiscal 2000 compared to at March 31, 1999. Some of thisincreaseis
attributable to our increased focus on deposit taking from retail customers by offering products targeted at different
segments of customers, such as customers of “Power Pay”, adirect deposit product designed to streamline the salary
payment systems of our corporatecustomers. Thisfocus on retail deposits taking was reflected in the 102% growthin
our retail depositsin fiscal 2000 compared to 49.3% growth in our corporate depositsin the same period. Our savings
account depositsincreased 135% in fiscal 2000 as we continued our focus on building a strong retail depositor base.
Our time deposits increased 47.0% in fiscal 2000. Our norvinterest-bearing deposits increased 175.3% due to our
specific thrust on this segment particularly through the devel opment and marketing of our key corporate deposit
products (described in “ Business— Corporate Banking — Corporate Deposits’) asit significantly reduces our cost of
funds.

Our total depositsincreased 131.0% in fiscal 1999 from those at year-end fiscal 1998 as we focused on targeting
different types of customers and offering them deposit services specifically tailored to their needs. Asaresult, in
fiscal 1999, our corporate deposits increased 139.3% and our retail depositsincreased 109.1%. Our savings account
depositsincreased 119.0% in fiscal 1999 as we continued our focus on building a strong retail depositor base. Our
time depositsincreased 143.7% in fiscal 1999 mainly from an increase in corporate deposits. Our hon-interest-bearing
deposits and savings account deposits grew at alower rate than the time deposits, as customers appeared to prefer
investing in higher earning time deposits. Long-term debt increased to Rs. 1.8 billion (US$ 41 million) at year-end
fiscal 1999 from Rs. 129 million (US$3 million) at year-end fiscal 1998, primarily due to our issuing unsecured
redeemable subordinated debentures of Rs. 1.7 billion (US$ 39 million) in fiscal 1999 to augment our Tier 2 capital
level.

Foreign Exchange and Derivative Contracts

We enter into foreign exchange forward contracts, swap agreements and other derivative products, which enable
customersto transfer, modify or reduce their foreign exchange and interest rate risks. Our foreign exchange contracts
arise out of foreign exchange transactions, forward foreign exchange transactions with corporate and non-corporate
customers and inter-bank foreign exchange transactions. We earn profit by way of an exchange margin as amark-up
over the exchange rate offer on customer transactions. We earn profit on inter- bank foreign exchange transactions by
way of differences between the purchase rate and the sale rate. Thisincome is booked asincome from foreign
exchange transactions.
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All our outstanding derivative contracts represent currency and interest rate swapsfor our corporate customers.
We have started offering these types of transactions only recently. The income earned by us on all such transactionsis
booked as trading account revenue.

Thefollowing table setsforth, for the periods indicated, the notional amount of our derivative contracts.

Notional principal amounts Balance sheet credit exposur (1)
At March 31, At March 31,
1998 1999 2000 1998 1999 2000
(in millions)

Interest rate products:
Swap agreements............. - - Rs. 900 - - -
Tota interest rate products - - Rs 900 - R R
Foreign exchange products:
Forward contracts................. Rs. 23528 Rs. 36,705 Rs. 62,892 Rs. 77 Rs. 425 Rs. 309
Swap agreements.................. - 2,962 7,658 - - -
Total foreign exchange

Products.........cccoovveviiineenne Rs. 23528 Rs. 39667 Rs. 70550 Rs I Rs. 425 Rs. 309

(1) Denotesthe mark-to-market impact of the derivative and foreign exchange products at the indicated periods.

Capital

We are subject to the capital adequacy requirements of the Reserve Bank of India, which are primarily based on
the capital adequacy accord reached by the Basle Committee of Banking Supervision, Bank of International
Settlementsin 1988. For a detailed description of the Reserve Bank of India’'s capital adequacy guidelines, see
** Supervision and Regulation—Capital Adequacy Requirements’. We are required to maintain aminimum ratio of
total capital to risk adjusted assets as determined by a specified formula of 9.0%, at least half of which must be Tier 1
capital generally stockholders' equity.

The following tables set forth, for the periodsindicated, our risk-based capital, risk-weighted assets and risk-
based capital adequacy ratios computed in accordance with the applicable Reserve Bank of India guidelines and based
on our financia statements prepared in accordance with Indian GAAP.

At March 31
2000/1999
1999 2000 2000 % change
(in millions, except per centages)

Tier Lcapital.........covvvviieeininnn, Rs. 3,035 Rs. 11,251 US$ 258 270.7%
Tier 2capital......cocoovvvvveinens 1,549 1,437 32 (7.2)
Total capital.......c.cccvvvieenennen 4,584 Rs. 12,688 US$ 290 176.8
On-balance sheet risk assets........... 33,646 51,611 1,182 534
Off-balance sheet risk assets......... 7,803 12,979 297 66.3
Total risk assets..........coveeevvennnnn. Rs. 41,449 Rs. 64,590 USs$ 1,479 55.8
Tier 1 capital adequacy ratio......... 7.32% 17.42%
Tier 2 capital adequacy ratio......... 374 222
Total capital adequacy ratio........... 11.06% 19.64%
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Year ended March 31,

1999/1998
1998 1999 % change
(in millions, except per centages)
Tier Lcapital....ccceeeeenreerennnns Rs. 2,668 Rs. 3,035 13.8%
Tier 2 capita ...cooeveveeeicieieiennnns 20 1,549 -
Total capital ......cccoeereerenieerennnas 2,688 4,584 70.6
On-balance sheet risk assets...... 15,801 33,646 112.9
Off-balance sheet risk assets...... 4,138 7,803 88.6
Total risk assets .......cevrerennenes Rs. 19,939 Rs. 41,449 107.9
Tier 1 capital adequacy ratio..... 13.38% 7.32%
Tier 2 capital adequacy ratio..... 0.10 3.74
Tota capital adequacy ratio...... 13.48% 11.06%

Our total capital adequacy ratio computed under the applicable Reserve Bank of India guidelines and based on
our financia statements prepared in accordance with Indian GAAP was 19.64% at March 31, 2000. Using the same
basis of computation, our Tier 1 capital adequacy ratio was 17.42% and our Tier 2 capital adequacy ratio was 2.22%
at March 31, 2000.

Our total capital adequacy ratio computed under the applicable Reserve Bank of India guidelines and based on
our financia statements prepared in accordance with US GAAP was 19.12% at March 31, 2000. Using the same basis
of computation, our Tier 1 capital adequacy ratio was 17.19% and our Tier 2 capital adequacy ratio was 1.93% at
March 31, 2000.

Our total capital adequacy ratio computed under the applicable Reserve Bank of India guidelines and based on
our financial statements prepared in accordance with US GAAP was 10.44% at year-end fiscal 1999. Using the same
basis of computation, our Tier 1 capital adequacy ratio was 6.92% and our Tier 2 capital adequacy ratio was 3.52%
at year-end fiscal 1999.

Capital Expenditures

Thefollowing table setsforth, for the periodsindicated, the details of our capital expenditures.

Year ended Mar ch 31,

1998 1999 2000 2000
) (in millions)

Premises.

OWNE.....oeecreeeeeere e Rs. 765 Rs. 221  Rs. 132 US$ 3
Leasehold.......ccocevvevervvncrerinnne, 14 27 30 1
Total premiSes......coceeeereeerenas 779 248 162 4
Computers and accessories...... 111 115 248 6
(@101 SO 95 124 197 4
Total capital expenditures........ Rs. 985 Rs. 487 Rs. 607 US$ 14

Capital expendituresincreased 24.6% in fiscal 2000 compared to fiscal 1999 primarily dueto a 115.7% increase
in computers and accessories capital expenditures and a’58.9% increase in other capital expenditures, including
furniture, air-conditioning and office equipment purchased for new branches opened in this period and expenditures
relating to renovationsto our existing offices to better serve our increased number of customers. Premises capital
expenditures decreased in fiscal 2000 by 34.7% largely asaresult of the absence of the capital expendituresincurred
infiscal 1999 for residential premisesfor staff members. Capital expenditures decreased 50.6% in fiscal 1999
compared to fiscal 1998 primarily due to a68.2% decrease in premises capital expenditures caused by the absence of
the capital expendituresincurred in fiscal 1998 for the purchase of office premisesin Mumbai, Bangal ore and
Coimbatore.

We plan to spend approximately Rs. 1.6 billion (US$ 36 million) in capital expenditures during fiscal 2001 and

fiscal 2002 for the setting up of additional branches and other delivery channels. The proposed capital expenditure
includes expenses on computers and accessories and other office equipment.
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Future Impact of New Accounting Standards

The Securities Exchange Commission (SEC) issued Staff Accounting Bulletin (SAB) No. 101, “Revenue
Recognition in Financia Statements’” on December 3, 1999. SAB 101 provides additional guidelines on the
application of existing generally accepted acoounting principles to revenue recognition in financial statements. We do
not expect the guidance of SAB 101 to have amaterial effect on our financial statements.

The Financial Accounting Standards Board (FASB) issued Interpretation No. 44, “ Accounting for Certain
Transactionsinvolving Stock Compensation, an Interpretation of Accounting Principles Board's Opinion No. 25” in
March 2000. Thisinterpretation clarifies the application of Accounting Principles Board’s Opinion No. 25 on
“Accounting for Stocks issued to Employees’, with reference to certain issuesin accounting of employee stock
options and is generally effective as of July 1, 2000. We do not expect Interpretation No. 44 to have amaterial effect
on our financial statements.

In June 1998, the FASB issued Statements of Financial Standards (SFAS) No. 133, “Accounting for Derivative
Instruments and Hedging Activities’. In June 1999, the FASB issued SFAS No. 117, “Accounting for Derivative
Instruments and Hedging Activities- Deferral of the Effective Date of FASB Statement No. 133, which delayed the
effective date of SFAS No. 133 to fiscal periods beginning after June 15, 2000. As our derivative activities are not
significant, we do not expect SFAS No. 133 to have amateria effect on our financial statements.
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MANAGEMENT
Directors and Executive Officers

Our board of directors, which consists of eight members, is responsible for the management of our business.
Our organizational documents provide for at least three and no more than twelve directors. We may, subject to the
provisions of our organizationa documents and the Indian Companies Act, change the minimum or maximum
number of directors by aresolution which is passed at a genera meeting by amajority of 75.0% of the present and
voting shareholders.

The composition of our board of directors reflects the principal shareholdings held by ICICI, the requirements
of the Indian Banking Regulation Act and the public ownership in India. Under the terms of our organizational
documents, ICICI is entitled to appoint one-third of the total number of directors of our board. ICICl isaso
permitted to vote on the appointment of the remaining members of our board of directors. ICICI has nominated two
directorsto our board. Pursuant to our organizational documents, to convene a board meeting, one of thetwo ICICI
directors on our board of directors must be present unless they waive this requirement in writing. The Banking
Regulation Act requires that not less than 51% of the board members have special knowledge or practical experience
in areas relevant to banking including accounting, finance, agriculture, banking and small scale industry.
Accordingly, al our directors are professionals with special knowledge of accountancy, banking, economics,
administration and management. Of these, one director has expertise in the area of agriculture and another director
has experience in small scale industries, as required by the Banking Regulation Act. In addition, under the Banking
Regulation Act, the Reserve Bank of India may require usto convene a meeting of our shareholdersfor the purposes
of appointing new directorsto our board of directors.

Our organizational documents also provide that we may execute trust deeds securing our debentures under
which the trustee or trustees may appoint a director, known as a debenture director. The debenture director is not
subject to retirement by rotation and may only be removed as provided in the relevant trust deed. Thereisno
debenture director on our board of directors.

Our organi zational documents further provide that |CICl may appoint one of their nominated directorsto act as
the Executive Chairman and Managing Director of our board for terms not exceeding five years at atime. The board
of directors has powers to appoint one of the directorsto be the Executive Chairman or Managing Director, if ICICI
has not appointed one of its nominee directors. The board of directors has proposed Mr. K. V. Kamath to be the norn+
executive Chairman of our board of directors, subject to approval of the Reserve Bank of India. Application to the
Reserve Bank of India seeking approva for this appointment has been submitted. We are awaiting this approval. Mr.
H. N. Sinor has been appointed our Managing Director and Chief Executive Officer by the shareholders with effect
from June 1, 1998 for a period of five years.

At least two-thirds of the total number of directors, excluding the debenture director and the directors
nominated by ICICI, are subject to retirement by rotation. One-third of these directors must retire from office at each
annual meeting of shareholders. A retiring director is eligible for re-election. None of our directors other than the
Chairman or executive directors shall hold office continuously for a period exceeding eight years.

Our board of directorsat July 31, 2000 had the following members:

Name, Designation and Profession Date of appointment Other appointments
Mr. Kundapur Vaman Kamath April 17, 1996 Chairman
Profession: Managing ICICI Infotech Services Limited
Director and Chief Executive ICICI Personal Financial Services
Officer of ICICI Limited
ICICI Prudential Life Insurance Company
Limited

ICICI Securities and Finance
Company Limited

ICICI Venture Funds Management
Company Limited

ICICI Web Trade Limited
Prudential 1CICI Asset Management
Company Limited
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Mrs. Lalita Dileep Gupte September 12, 1994
Profession: Joint Managing

Director and Chief Operating
Officer of ICICI

Dr. Satish Chandra Jha May 2, 1997

Profession: Development Economist

Mr. Raghunathan Rajamani December 2, 1994

Profession: Retired
Governnent Official
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Director

Indian Institute of Management,
Ahmedabad

National Development Bank, Sri Lanka

Vice Chairman
Indian Business School

Member — Governing Board
Entrepreneurship Development
Institute of India

National Institute of Bank Management

Member — Managing Committee
The Associated Chambers of Commerce and
Industry of India (ASSOCHAM)

Member — Governing Council
Manel Srinivas Nayak Institute of
Management

Member — Advisory Board

NCR Financial Solutions Group Limited,
London

The Economic Times Editorial

Member — Board of Management
Manipal Academy of Higher Education

Member
Confederation of Indian Industry

Chairperson

ICICI Capital Services Limited
ICICI Home Finance Company Limited

Director

G. S. Mhaskar Private Limited

ICICI Infotech Services Limited

ICICI Personal Financial Services
Limited

ICICI Prudential Life Insurance Company
Limited

ICICI Securities and Finance Company
Limited

ICICI Venture Funds Management Company
Limited

ICICI Web Trade Limited

National Stock Exchange of India
Limited

Prudential ICICI Asset Management
Company Limited

Director — Governing Board

The Delhi Stock Exchange Association
Limited

Director

Phillips India Limited

SREI International Finance Limited
Walchand Capital Limited

Director
CanBank Computer Service Limited

Trustee
Sundaram Mutual Fund



Mr. Bhupendranath V. Bhargava September 12, 1994

Profession: Chairman,
Credit Rating and
Information Services of India Limited

Mr. Uday Madhav Chitale August 21, 1997
Profession: Partner,

M.P Chitale & Company
(Chartered Accountants)

Mr. Somesh R Sathe January 29, 1998

Profession: Managing Director,
Arbes Tools Private Limited

Mr. H.N. Sinor August 21, 1997

Profession: Managing Director
and Chief Executive Officer

Our executive officers at March 31, 2000 were asfollows:

Chairman

India Index Services and Products
Limited

Director

BPL Cellular Holdings Limited
Cosmo Films Limited

Grasim Industries Limited
HEG Limited

J. K. Corporation Limited
Raymond Limited

Supreme Industries Limited

Trustee

Amarnath Vidya Ashram

Sri Shanmukhananda Fine Arts and
Sangeetha

Sabha

Director

Crossdomain Solutions Private Limited

DFK Consulting Services (India) Private
Limited

Seahorse Industries Limited

Partner
M.P Chitale & Associates

Chairman of Executive Committee
Shishu Vihar Mandal

Managing Director

ESSP Meditek Private Limited
Sukeshan Equipments Private Limited

Total
Yearsof remuneration
work in fiscal Stock
Name Age Position experience 2000(1) Shareholdings options(2)

Mr. H.N. Sinor 55  Managing Director 4 Rs.3,266,336 1,100 75,000
and Chief
Executive Officer

Mr. P.H. Ravikumar 48  Senior Executive 27 1,302,877 1,000 31,250
Vice President

Mr. M.N. Gopinath 51  Senior Executive 30 1,554,221 1,200 31,250
Vice President

Mr. Alladi Ashok 48  Senior Executive 28 1,181,940 100 18,750
Vice President

Mr. E.S. Mohan 49  Executive Vice 26 727,330 1,000 —
President

Mr. A.V.A. Subramaniam 57  Executive Vice 28 1,075,156 1,000 —
President

Mr. G. Venkatakrishnan 49  Executive Vice 25 1,137,256 — 25,000
President and
Chief Financial
Officer

Mr. K.S. Harshan® 48  Senior Vice 23 901,095 1,000 18,750
President

Mr. M.S. Annigeri® 46  Senior Vice 20 932,020 1,000 18,750
President

Mr. R.B. Nirantar® 46 Senior Vice 21 982,085 100 18,750
President

Mr. Bhashyam Seshan 43  Company Secretary 2 867,997 1,200 7,500
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(1) Including bonuses as described under “—Compensation and Benefits to Directors and Officers— Bonus.”

(2) See“—Compensation and Benefitsto Directors and Officers— Employee Stock Option Scheme” for adescription
of the terms of these stock options.

(3) Promoted as Executive Vice President from April 1, 2000.

Mr. H. N. Snor holds Bachelor’ s degreesin Commerce and Law. Mr. Sinor started his career with the Central
Bank of Indiain September 1965 and moved to the Union Bank of Indiain 1969. He worked in various positions
gaining experience in working capital finance, branch banking, resources and corporate planning. Mr. Sinor returned
to Central Bank of India asits Executive Director in December 1996. Mr. Sinor joined uson July 1, 1997 and our
board on August 21, 1997 and was appointed our Managing Director and Chief Executive Officer with effect from
June 1, 1998.

Mr. P. H. Ravikumar has a Bachelor of Commerce degree and is a Certified Associate of the Institute of
Bankers both of London and India. Mr. Ravikumar joined the Bank of Indiain September 1972. In his 22 years with
the Bank of India, he has worked at various officesin Indiaand in Paris, in the areas of branch management,
treasury, international banking, commercia advances and planning. Mr. Ravikumar joined usin 1994 and is the
Senior Executive Vice President heading the Corporate Banking.

Mr. M. N. Gopinath holds a Bachelor’' s degree in Commerce, aMaster’ s degree in Business Administration and
isaCertified Associate of the Indian Ingtitute of Bankers, Mumbai. He joined the Bank of Indiain 1970. In his 25
years with Bank of India, he has worked at various officesin Indiaand in the US. He has gained experiencein
credit, international banking, training, branch management, operations, treasury, leasing and housing finance. He
was transferred by the Bank of Indiato its merchant banking subsidiary, BOI Finance Limited, as General Manager.
Mr. Gopinath joined usin 1995 and is the Senior Executive Vice President heading the Retail Banking.

Mr. Alladi Ashok has a Bachelor of Science degree. Mr. Ashok started his career with the State Bank of Indiain
1972. He worked in different branches of State Bank of India both in Indiaand in the US. He has handled various
responsibilitiesincluding working capital financing, credit administration, branch management, foreign exchange
and treasury. He joined usin 1996 and is the Senior Executive Vice President heading our Risk Management
Department.

Mr. E. S. Mohan holds Master’ s degreesin Science and in Business Administration. He is a Certified Associate
of the Institute of Bankers of both London and India. He joined the Bank of Indiain 1974. He was posted at various
offices of the Bank of Indiain Indiaand U.K and gained exposure in treasury management, foreign exchange,
commercial loans and branch banking. Mr. Mohan joined usin 1994. He is an Executive Vice President and ison
secondment to Inter Commercial Bank Limited, Trinidad and Tobago as the Advisor to the Managing Director of
that bank.

Mr. A. V. A. Subramaniamhas a Bachelor of Arts degree, adiplomain Systems Management and is a Certified
Associate of the Indian Institute of Bankers. He joined the State Bank of Indiain 1965. He has worked in various
areas including the audit and inspection of general banking and foreign exchange businesses of large branches and
foreign offices. Mr. Subramaniam joined usin 1995. He was the Executive Vice President heading our Audit
Department prior to April 30, 2000, when he retired on superannuation.

Mr. G. Venkatakrishnan holds a Master’ s degree in Science and a post graduate diplomain bank management.
He isagraduate member of Cost and Works Accountants of Indiaand a Certified Associate of the Indian Institute of
Bankers, Mumbai. He began his career as an officer with the State Bank of Indiain 1974. He has held various
positions and worked in areas including international banking, auditing, compliance and balance sheet management.
Mr. Venkatakrishnan joined usin 1997 and is the Executive Vice President and Chief Financial Officer.

Mr. K. S Harshan holds a Master’ s degree in Economics and a post graduate diplomain Management. He
began his career with the Union Bank of Indiain 1976. In his 18 years with Union Bank of India, he has worked at
various officesin Indiaand in London, in the areas of branch management, international trade finance, foreign
exchange and operations. Mr. Harshan joined usin 1994 and is a Senior Vice President and head of Foreign
Exchange and International Banking.
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Mr. M. S Annigeri holds a Bachelor’ s degree in Science. He joined the State Bank of Indiain 1979. He was
posted at various offices of the State Bank of India and gained exposure in branch management and treasury
management. Mr. Annigeri joined usin 1996 and is a Senior Vice President and head of Domestic Treasury.

Mr. R. B. Nirantar has aBachelor’ s degree in Commerce, adiplomain Industrial Relations and Personnel
Management and is a Certified Associate of the Indian Institute of Bankers. He also holds adegree in Generd Law.
He joined the Union Bank of Indiain 1974. Hejoined usin 1994 and is Senior Vice President and heads our Human
Resources Devel opment department.

Mr. Bhashyam Seshan has a Bachelor’ s degree in Commerce. Heis an Associate Member of the I nstitute of
Company Secretaries of India. He started his career with State Bank of Travancore in 1978 and joined usin 1994,
Heisour Company Secretary.

Corporate Gover nance

Our corporate governance policies recognize the accountability of the board and the importance of making the
board transparent to al our constituents, including employees, customers, investors and the regulatory authorities,
and to demonstrate that the shareholders are the ultimate beneficiaries of our economic activities. We have taken a
series of stepsincluding the setting up of board sub-committees to oversee the functions of executive management.
All important board committees consist mainly of norrexecutive directors. These board committees meet regularly.

Our board’ srole, functions, responsibility and accountability are clearly defined. In addition to its primary role
of monitoring corporate performance, the functions of the board include:

approving corporate philosophy and mission;

participating in the formulation of strategic and business plans;

reviewing and approving financia plans and budgets;

monitoring corporate performance against strategic and business plans, including overseeing operations;
ensuring ethical behavior and compliance with laws and regulations;

reviewing and approving borrowing limits;

formulating exposure limits; and

keeping shareholders informed regarding plans, strategies and performance.

To enable the board of directors to discharge these responsibilities effectively, our executive management gives
detailed reports on our performance on aquarterly basis.

The board functions either as afull board or through committees. The following committees have been formed
to focus on specific issues.

Audit and Risk Committee

The Audit and Risk Committee consists of five directors, all of which are independent directors. The current
members are Mr. Uday M. Chitae, Mrs. LalitaD. Gupte, Mr. R. Rgamani, Mr. B.V. Bhargavaand Dr. Satish C.
Jha. It provides direction to and oversees the audit and risk management function, reviews the financial accounts,
interacts with statutory auditors and reviews matters of specia interest.

Committee of Directors

The Committee of Directors consists of five directors, including the Managing Director and Chief Executive
Officer. The current membersare Mr. K.V. Kamath, Mrs. LaitaD. Gupte, Mr. B.V. Bhargava, Mr. Uday M.
Chitaleand Mr. H.N. Sinor. This Committee has delegated financial powers and approves |oan proposals and
expenditures within the broad parameters of the del egated authority.
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Compensation Committee

The Compensation Committee consists of four directors including the Managing Director and Chief Executive
Officer. The current membersare Mrs. LaitaD. Gupte, Mr. Somesh R. Sathe, Mr. Uday M. Chitale and Mr. H.N.
Sinor. Thefunctions of the committee include considering and recommending to the board the amount of
compensation payable to the executive directors, fees payable to other directors and framing the guidelines and
management of the employee stock option scheme.

Nomination Committee

The Nomination Committee consists of four directorsincluding the Managing Director and Chief Executive
Officer. The current members are Mr. K.V. Kamath, Mr. R. Rgjamani, Mr. B.V. Bhargavaand Mr. H.N. Sinor. The
functions of this committee include the submission of recommendations to the board to fill vacancies on the board or
in senior management positions.

Share Transfer Committee

The Share Transfer Committee consists of four directorsincluding the Managing Director and Chief Executive
Officer. The current members are Mrs. LalitaD. Gupte, Mr. B.V. Bhargava, Mr. Uday M. Chitale and Mr. H.N.
Sinor. This committee reviews and approves transfers of our equity shares and debentures.

Compensation and Benefitsto Directorsand Officers

Under our organizational documents, each director, except directors nominated by | CICI and the Managing
Director and Chief Executive Officer, is entitled to remuneration for attending each meeting of the board or of a
board committee. The amount of remuneration is set by the board from time to time in accordance with limitations
prescribed by the Indian Companies Act or the government of India. Remuneration for attending aboard meeting is
Rs. 5,000 (US$ 115) and for acommittee meeting Rs. 2,000 (US$ 46). We reimburse directorsfor travel and related
expenses in connection with board and committee meetings and with related matters. If a director isrequired to
perform services for us beyond attending meetings, we may remunerate the director as determined by the board of
directors and this remuneration may be either in addition to or as substitution for the remuneration discussed above.

At itsmeeting held on March 28, 1998, the board of directors decided to revise the salary paid to the Managing
Director and Chief Executive Officer, effective June 1, 1998. This was approved at the annual meeting of the
shareholders on June 15, 1998. The board or the compensation committee may in its exclusive discretion fix the
salary payable within the range of Rs. 60,000 to Rs. 120,000 (US$ 1,375 to US$ 2,749) per month, exclusive of
committed bonus and specia achievement bonus.

Thetotal compensation paid by usto our directors and our executive officersin fiscal 2000 was Rs. 14 million
(US$ 321,000).

Bonus

Each year, our board of directorsawards bonuses to our employeesincluding the Managing Director and Chief
Executive Officer on the basis of performance and seniority. The performance of each employeeisjudged by a
management appraisal system. The aggregate amount paid towards bonuses to all eligible employeesin fiscal 2000
was Rs. 80 million (US$ 1.8 million).

Employee Stock Option Scheme

On January 24, 2000, our board approved an employee stock option scheme to attract, encourage and retain
high performing employees. Our shareholders approved this scheme at the extraordinary general meeting on
February 21, 2000. This scheme was drafted in accordance with guidelines issued by the Securities and Exchange
Board of India. Under this scheme, up to 5.0% of our issued equity shares can be allocated to employee stock
options. The stock optionswill entitle our eigible employees and directors, and eligible employees and directors of
our subsidiary and holding companies to apply for equity shares. We do not have any subsidiaries so only our
eligible employees and directors and ICICI’ s eligible employees and directors could apply for equity shares. Eligible
employeesinclude those that are assistant managers or higher. During fiscal 2000, atotal of 1,788,000 stock options
were granted to 426 empl oyees and directors of ICICI Bank and ICICI. Of these, 75,000 stock options alocated to
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norn-executive directors were forfeited upon such nonexecutive directors refusing to accept the stock options on the
basis of good corporate governance principles. Each stock option is exercisable for one equity share. On afully-
diluted basis, these stock options constituted 0.9% of our issued share capital as of March 31, 2000. These stock
options have an exercise price of Rs. 171.90 (US$ 4) per equity share, which was the closing price on the BSE on
February 21, 2000. These stock options vest in installments over a period of three years with 20.0% of the options
vesting at the end of thefirst year, 30.0% at the end of the second year and 50.0% at the end of the third year. These
options can be exercised within 10 years from the date of their grant or five years from the date of vesting,
whichever islater.

ICICI has an employee stock option scheme. Under this scheme, eligible employees of ICICI group, including
our employees, may be granted options on shares of ICICI.

Loans

Our bank hasinternal rules and regulations to grant loans to employees to acquire certain assets such as
property, vehicles and other consumer durables. These loans are made at interest rates ranging from 3.5% to 6.0%
per annum and are repayable over fixed periods of time. The loans are generally secured by the assets acquired by
the employees. We have also given loans to our employees for purchasing our shares in the offering made by ICICI
in June 1997 at the public offering price. At March 31, 2000, there were Rs. 221 million (US$ 5 million) loans
outstanding to employees. Pursuant to the Banking Regulation Act, our norrexecutive directors are not eligible for
any loans. At March 31, 2000, there was no outstanding loan to our directors.

Gratuity

Under Indian law, we are required to pay a gratuity to employeeswho after at least five years of continuous
service have resigned or retired. Our bank has set up a gratuity fund administered by the Life Insurance Corporation
of India. In accordance with our gratuity fund’srules, actuarial valuation of gratuity liability is made based on
certain assumptions regarding rate of interest, salary growth, mortality and staff turnover. The total corpus of the
fund at March 31, 2000 was Rs. 17 million (US$ 390,000).

Superannuation Fund

We contribute 15.0% of the total annual salary of each employee to a superannuation fund, which is
administered by the Life Insurance Corporation of India. An employee gets 33.3% of the commuted value on
retirement and amonthly pension after that for life. In the event of adeath of an employee, beneficiary receivesthe
accumulated balance of the commuted value of 66.7%. Thetota corpus of the fund at March 31, 2000 was Rs. 55
million (US$ 1 million).

Provident Fund

We are statutorily required to maintain a provident fund as a part of our retirement benefits to our employees.
Each employee contributes 12.0% of hisor her salary and we contribute an equal amount to the fund. Thisfund is
managed by in-house trustees. The investments of the fund are made according to rules made by the government of
India. The accounts of the fund are audited by independent auditors. The corpus of the fund at March 31, 2000 was
Rs. 86 million (US$ 2 million). We contributed Rs. 16 million (US$ 3,67,000 million) to the provident fundin
fiscal 2000.

I nterest of Management in Certain Transactions

Except as otherwise stated in this annual report, no amount or benefit has been paid or given to any of our
directors or officers.
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RELATED PARTY TRANSACTIONS
We have entered into several cost-sharing arrangements with ICICI and other group companies, including:
L ease Agreementswith ICICI

We have entered into lease agreements with ICICI, aslessor, at market rates for the lease of certain properties
for both office and residential purposes and for the lease of ATMs. We paid Rs. 92 million (US$ 2.1 million), Rs. 20
million (US$ 460,000 million), Rs. 7 million (US$ 160,000 million) and Rs. 36 million (US$ 825,000 million) in
fiscal 1997, 1998, 1999 and 2000 respectively for the use of ICICI property for office and residential purposes. We
paid Rs. 5 million (US$ 115,000) in fiscal 2000 for the lease of ATMs. Wedid not lease ATMsfrom ICICI before
this period. These lease agreements contain terms and conditions that are standard for agreements of these types.
We also paid interest of Rs. 4 million (US$ 92,000) to the parent company for capital advances made by the parent
company for purchase of equipment.

Agreementswith I CICl Personal Financial ServicesLimited

On December 15, 1999, we entered into an agreement with |CICI Personal Financia Servicesfor the provision
by them of servicesrelated to our telephone banking call centers. Theinitial term of the agreement isone year.
Under this agreement, we paid fees of Rs.3 million (US$ 69,000) to ICICI Persona Financia Services based on the
number of calls handled by the call centers.

On January 3, 2000, we entered into another agreement with ICICI Personal Finance Services seconding some
of their employees with skillsin marketing and credit processing activities relating to our credit card business. On
January 17, 2000, we entered into another agreement with | CICI Personal Financia Servicesfor the provision by
them of credit card processing services. Under these agreements, we reimbursed | CICl Personal Finance Services an
amount of Rs. 28 million (US$ 641,000) for all costsincurred by them, including salaries and other operating costs
plus a mark-up up to 10.0%.

Agreementswith I CICI Infotech Service Limited

On September 9, 1997, we entered into an agreement with I CICI Infotech for the provision of services by them
relating to the handling of share transfer activities. This agreement expiresin September 2002. In fiscal 1998, 1999
and 2000, we paid Rs. 3 million, (US$ 69,000), Rs. 6 million (US$ 137,000) and Rs. 4 million ((US$ 92,000)
respectively, to ICICI Infotech pursuant to this agreement. We also paid Rs.6 million (US$ 137,000) in fiscal 2000
for depositary services provided by the above ffiliate.

On September 1, 1999, we entered into another agreement with ICICI Infotech for seconding some of their
employeesfor providing information technology services. We reimbursed the salaries of 1CICI Infotech employees
seconded to us. Infiscal 2000, we paid ICICI Infotech Rs. 10 million (US$ 229,000).

Other Transactionswith ICICI

We have generated fee and commission income from ICICI, as one of our customers, for the provision of
banking servicesto ICICI, including cash management services, the management of |CICI bond issues, remittances
and collection. We provided these servicesto ICICI at market rates. ICICI paid atotal of Rs. 6 million (US$
137,000), Rs. 15 million (US$ 344,000), Rs. 12 million (US$ 275,000) and Rs. 24 million (US $ 550,000) to usin
fiscal 1997, 1998, 1999 and 2000 respectively, for these banking services.

We have generated fee and commission income since January 1999 from our customers that hold depositary
share accounts. We are able to offer this product because ICICI is adepositary participant with the National
Securities Depository Limited. ICICI does not charge us any fees for acting as the depositary participant on behalf of
our customers. During fiscal 2000, we generated fee and commission income related to our depositary share account
holders of Rs. 14 million (US$ 321,000).

We paid Rs. 2 million (US$ 46,000), Rs. 1 million (US$ 23,000), Rs. 1 million (US$ 23,000) and Rs. 2 million

(US$ 46,000) to ICICI infiscal 1997, 1998, 1999 and 2000 respectively, for the secondment of 1CICI employeesto
us. Wealso received Rs. 6 million (US$ 137,000) in fiscal 2000 for secondment of our employeesto ICICI.
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We enter intoforeign exchange currency swaps and interest rate swaps with the parent company on a back to
back basis. The outstanding contracts at March 31, 2000 are cross currency swaps amounting to Rs 3,829 million
(US$ 87.7million) and interest rate swaps amounting to Rs 800 million (US$ 18.3 million).

We have paid to ICICI interest on deposits and borrowingsin call money markets in the amount of Rs. 27
million (US$ 619,000), Rs. 105 million (US$ 2.4 million), Rs. 125 million (US$ 2.9 million) and Rs. 261 million
(US$6million) infiscal 1997, 1998, 1999 and 2000 respectively.

In addition, we have paid dividends to ICICI, as our shareholder, in the amount of Rs. 113 million (US$ 2.6
million), Rs. 120 million (US$ 2.7 million), Rs. 147 million (US$ 3.4 million) and Rs. 184 million (US$ 4.2 million)
for fiscal 1997, 1998, 1999 and 2000 respectively. We have paid the same dividend per share to ICICl as we have
paid to all our other shareholders
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OVERVIEW OF THE INDIAN FINANCIAL SECTOR

The information in this section has been extracted from publicly available documents from various sour ces,
including officially prepared material s from the government of India and its various ministries and the Reserve
Bank of India, and has not been prepared or independently verified by us. Thisisthe latest available information to
our knowledge at year -end fiscal 2000.

The Reserve Bank of India, the central banking and monetary authority of India, isthe centra regulatory and
supervisory authority for the Indian financial system. A variety of financial intermediariesin the public and private
sectors participate in India s financia sector, including the following:

commercial banks;

long-term lending institutions;

norn-bank finance companies, including housing finance companies; and
other specialized financial ingtitutions, and state-level financia ingtitutions.

Until the early 1990s, the Indian financial system was strictly controlled. Interest rates were administered,
formal and informal parameters governed the asset alocation, and strict controls limited entry into and expansion
within the financial sector. The government of India s economic reform program, which beganin 1991,
encompassed the financial sector. The first phase of the reform process began with the implementation of the
recommendations of the Committee on the Financia System, the Narasimham Committee |. The reform process has
now entered into its second phase. See ‘‘—Banking Sector Reform—Committee on Banking Sector Reform
(Narasimham Committee I1)"’.

This discussion presents an overview of the role and activities of the Reserve Bank of Indiaand of each of the
major participantsin the Indian financial system, with afocus on the commercia banks and the long-term lending
institutions. Thisisfollowed by abrief summary of the banking reform process along with the recommendations of
various committees which have played akey role in the reform process. We then present a brief discussion on the
impact of the liberalization process on long-term lending institutions and commercia banks. Finally, reformsin the
non-banking financial sector are briefly reviewed.

Reserve Bank of India

The Reserve Bank of India, established in 1935, isthe central banking and monetary authority in India. The
Reserve Bank of India manages the country’s money supply and foreign exchange and a so serves as abank for the
government of Indiaand for the country’s commercial banks. In addition to these traditional central banking roles,
the Reserve Bank of India undertakes certain devel opmental and promotional roles.

The Reserve Bank of Indiaissues guidelines on exposure standards, income recognition, asset classification,
provisioning for non-performing assets and capital adequacy standards for commercia banks, long-term lending
institutions and nortbank finance companies. The Reserve Bank of Indiarequires these ingtitutions to furnish
information relating to their businesses to the Reserve Bank of India on aregular basis. For further discussion
regarding Reserve Bank of India s role asthe regulatory and supervisory authority, of India sfinancial system and
itsimpact on us, see‘* Supervision and Regulation’’.

Commercial Banks

Commercial banksin India have traditionally focused only on meeting the short-term financial needs of
industry, trade and agriculture. At year-end fiscal 2000, there were 297 schedul ed commercia banksin the country,
with anetwork of 65,521 branches serving approximately Rs. 8.2 trillion in deposit accounts. Scheduled commercial
banks are banks which are listed in the schedul e to the Reserve Bank of India Act, 1934, and may further be
classified as public sector banks, private sector banks and foreign banks.

Commercia banks have a presence throughout India, with nearly 71.8% of bank branches located in rural or
semi -urban areas of the country. A large number of these branches belong to the public sector banks.
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Public Sector Banks

Public sector banks make up the largest category in the Indian banking system. They include the State Bank of
Indiaand its associate banks, 19 nationalized banks and 196 regional rural banks. Excluding the regional rura
banks, the remaining public sector banks have 45,957 branches, and account for 76.8% of the outstanding gross
bank credit and 78.7% of the aggregate deposits of the scheduled commercia banks. The public sector banks' large
network of branches enables them to fund themselves out of low cost deposits.

The State Bank of Indiaisthe largest public sector bank in India. At year-end fiscal 2000, the State Bank of
Indiaand its seven associate banks had 13,388 branches. They accounted for 24.7% of aggregate deposits and 29.1%
of outstanding gross bank credit of al scheduled commercia banks.

Regional rural banks were established from 1976 to 1987 by the central government, state governments and
sponsoring commercial banksjointly with aview to develop the rural economy. Regional rural banks provide credit
to small farmers, artisans, small entrepreneurs and agricultural |aborers. There were 196 regional rural banks at year-
end fiscal 2000 with 14,462 branches, accounting for 3.9% of aggregate deposits and 2.8% of gross bank credit
outstanding of scheduled commercial banks.

Private Sector Banks

After thefirst phase of bank nationalization was completed in 1969, public sector banks made up the largest
portion of Indian banking. The focus on public sector banks was maintained throughout the 1970s and 1980s.
Furthermore, existing private sector banks which showed signs of an eventual default were merged with state-owned
banks. In July 1993, as part of the banking reform process and as ameasure to induce competition in the banking
sector, the Reserve Bank of India permitted entry by the private sector into the banking system. This resulted in the
introduction of nine private sector banks, including ICICI Bank. These banks are collectively known asthe ‘‘ new"’
private sector banks. With the merger of Times Bank Limited into HDFC Bank Limited in February 2000, there are
only eight “new” private sector banks at present. In addition, 25 private sector banks existing prior to July 1993 are
currently operating.

At year-end fiscal 2000, private sector banks accounted for approximately 11.7% of aggregate deposits and
12.4% of gross bank credit outstanding of the scheduled commercia banks. Their network of 4,931 branches
accounted for 7.5% of the total branch network of scheduled commercial banksin the country.

Foreign Banks

At June 30, 2000, there were 42 foreign banks with 183 branches operating in India. At year-end fiscal 2000,
foreign banks accounted for 5.7% of aggregate deposits and 8.0% of outstanding gross bank credit of scheduled
commercial banks. As part of the liberalization process, the Reserve Bank of India has permitted foreign banksto
operate more freely, subject to requirements largely similar to those imposed on domestic banks. Thishas led to
increased foreign banking activity.

The primary activity of most foreign banksin India has been in the corporate segment. However, in recent
years, some of the larger foreign banks have started to make consumer financing alarger part of their portfolios
based on the growth opportunitiesin thisareain India. These banks a so offer products such as automobile finance,
home loans, credit cards and household consumer finance.

Cooperative Banks

Cooperative banks cater to the financial needs of agriculture, small industry and self-employed businessmenin
urban and semi-urban areas of India. The state land development banks and the primary land devel opment banks
provide long-term credit for agriculture.

Long-Term Lending Ingtitutions
The long-term lending ingtitutions were established to provide medium-term and long-term financia assistance
to variousindustries for setting up new projects and for the expansion and modernization of existing facilities. These

institutions provide fund-based and non-fund-based assistance to industry in the form of loans, underwriting, direct
subscription to shares, debentures and guarantees. The primary long-term lending ingtitutionsinclude ICICI Limited,
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the Industrial Development Bank of India, the Industrial Finance Corporation of India Limited and the Industrial
Investment Bank of India

The long-term lending institutions were expected to play acritical rolein Indian industrial growth and
accordingly, had access to concessional government funding. However, in recent years, the operating environment
of the long-term lending institutions has changed substantially. Although theinitial role of these ingtitutionswas
largely limited to providing achannel for government funding to industry, the reform process has required them to
expand the scope of their business activities. Their new activitiesinclude:

fee-based activities like investment banking and advisory services; and

short-term lending activity including issuing corporate finance and working capital loans.

In addition, there are three other investment ingtitutions at the national level, Life Insurance Corporation of
India, Genera Insurance Corporation of Indiaand its subsidiaries and Unit Trust of India, which also provide long-
term financial assistanceto the industrial sector.

Non-Bank Finance Companies

There are over 10,000 non-bank finance companiesin India, mostly in the private sector. All non-bank finance
companies are required to register with the Reserve Bank of India. The non-bank finance companies may be
categorized into entities which take public deposits and those which do not. The companies which accept public
deposits are subject to strict supervision and capital adequacy requirements of the Reserve Bank of India. ICICI
Securitiesisanon-bank finance company, which does not accept public deposits.

The scope and activities of non-bank finance companies have grown significantly over the years. The primary
activities of the non-bank finance companies are consumer credit, including automobile finance, home finance and
consumer durable products finance, wholesal e finance products to small and medium-sized companies such as hills
discounting, and fee-based services such as investment banking and underwriting.

Over the last few years, certain non-bank finance companies have defaulted to investors and depositors, and

consequently actions (including bankruptcy proceedings) have been initiated against them, many of which are
currently pending.

Housing Finance Companies

Housing finance companies form a distinct sub-group of the non-bank finance companies. As aresult of the
various incentives given to investing in the housing sector by the government in recent years, the scope of this
business has grown substantially. Housing Development Finance Corporation Limited isa premier institution
providing housing finance in India. In addition, insurance institutions like Life Insurance Corporation of Indiaand
several commercia banks have a so established housing finance subsidiaries. The National Housing Bank and the
Housing and Urban Development Corporation Limited are the two government-controlled financia institutions
created to improve the availability of housing financein India

Other Financial I nstitutions

Specialized Financial I ngtitutions

Inaddition to the long-term lending institutions, there are various specialized financial institutions which cater
to the specific needs of different sectors. They include the National Bank for Agricultural and Rural Development,
Export Import Bank of Indiag the Small Industries Development Bank of India, ICICI Venture Funds Management
Company Limited, Risk Capital and Technology Finance Corporation Limited, Tourism Finance Corporation of
India Limited, National Housing Bank, Power Finance Corporation Limited and the Infrastructure Development
Finance Corporation Limited.

State Level Financial I nstitutions

State financial corporations operate at the state level and form anintegral part of the institutional financing
system. State financial corporations were set up to finance and promote small and medium-sized enterprises. The
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state financial institutions are expected to achieve balanced regional socio-economic growth by generating
employment opportunities and widening the ownership base of industry. At the state level, there are al so state
industrial devel opment corporations, which provide finance primarily to medium-sized and large-sized enterprises.

Impact of Liberalization on the Indian Financial Sector

Until 1991, the financial sector in Indiawas heavily controlled and commercial banks and long-term lending
institutions, the two dominant financial intermediaries, had mutually exclusive roles and objectives and operated in a
largely stable environment, with little or no competition. Long-term lending institutions were focused on the
achievement of the Indian government’ s various socio-economic objectives, including balanced industrial growth
and employment creation, especialy in areas requiring devel opment. Long-term lending institutions were extended
accessto long-term funds at subsidized rates through loans and equity from the government of India and from funds
guaranteed by the government of India originating from commercial banksin Indiaand foreign currency resources
originating from multilateral and bilateral agencies.

The focus of the commercia banks was primarily to mobilize household savings through demand and time
deposits and to use these deposits to meet the short-term financial needs of borrowersin industry, trade and
agriculture. In addition, the commercial banks provided arange of banking servicesto individuals and business
entities.

However, since 1991, there have been comprehensive changesin the Indian financia system. Various financia
sector reforms, implemented since 1991, have transformed the operating environment of the banks and long-term
lending institutions. In particular, the deregulation of interest rates, emergence of aliberalized domestic capital
market, and entry of new private sector banks, along with the broadening of long-term lending institutions' product
portfolios, have progressively intensified the competition between banks and long-term lending institutions.

All of these factors are leading to agradual disappearance of the traditional boundaries between banks and long-
term lending institutions. Long-term lending institutions now compete directly with banksin severa areas of
business. At the sametime, since 1992, the long-term lending institutions’ access to subsidized domestic sources of
long-term funds has diminished and they now primarily depend upon market borrowings. They do not have
complete accessto retail savings and demand deposits and have certain restrictions on the short maturity funds that
they are able to raise from the market.

Banking Sector Reform

Most large banksin Indiawere nationalized in 1969 and thereafter were subject to a high degree of control until
reform began in 1991. In addition to controlling interest rates and entry into the banking sector, these regulations
also channeled | ending into priority sectors. Banks were required to fund the public sector through the mandatory
acquisition of low interest-bearing government securities or statutory liquidity ratio bonds to fulfill statutory
liquidity requirements. Asaresult, bank profitability was low, non-performing assets were comparatively high,
capital adequacy was diminished, and operationa flexibility was severely hindered.

Committee on the Financial System (Narasimham Committeel)

The Committee on the Financial System (The Narasimham Committee I) was set up in August 1991 to
recommend measures for reforming the financial sector. Many of the recommendations made by the committee,
which addressed organizational issues, accounting practices and operating procedures, were implemented by the
government of India. The major recommendations that were implemented included the following:

With fiscal stabilization and the government increasingly resorting to market borrowing to
raise resources, the statutory liquidity ratio or the proportion of the banks' net demand and
timeliabilities that were required to be invested in government securities was reduced from
38.5% in the pre-reform period to 25.0% in October 1997. This meant that the significance of
the statutory liquidity ratio shifted from being a major instrument for financing the public
sector in the pre-reform erato becoming a prudential requirement;

Similarly, the cash reserve ratio or the proportion of the bank’s net demand and time liabilities

that were required to be deposited with the Reserve Bank of Indiawas reduced from 15.0% in
the pre-reform period to 8.5% currently;
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Specid tribunal s were created to resolve bad debt problems;

Almost all restrictions on interest rates for deposits were removed. Commercial banks were
dlowed to set their own level of interest ratesfor al deposits except savings bank deposits;

Substantial capital infusion to several state-owned banks was approved in order to bring their
capital adequacy closer to internationally accepted standards. By the end of fiscal 1999,
aggregate recapitalization amounted to Rs. 204.5 billion. The stronger public sector banks
were given permission to issue equity to further increase capital; and

Banks were granted the freedom to open or close branches.

Committee on Banking Sector Reform (Narasimham Committeel 1)

The second Committee on Banking Sector Reform (Narasimham Committee |1) submitted its report in April
1998. The magjor recommendations of the committee were as follows:

Capital adequacy requirements should take into account market risk in addition to credit risk.
Accordingly, this committee suggested that government securities and other approved
securities should carry risk weights;

Risk weight on a government guaranteed advance should be the same as for other advances,
Foreign exchange open positions should carry a 100.0% risk weight;

The minimum capital to risk assetsratio should be increased from 8.0% to 10.0% and a
general provision of 1.0% for standard assets should be introduced;

There should be stricter standards for asset classification;

For resolution of non-performing assets, this committee proposed the establishment of an
asset reconstruction company. Alternatively, banksin difficulty could issue Tier 11 bonds
guaranteed by the government of India and these bonds could be made eligible for statutory
liquidity ratio investments;

The shareholdings of the government of India and the Reserve Bank of Indiain public sector
banks should be reduced;

Banks should introduce risk management, asset-liability management and efficient treasury
management policies,

Decisions to merge public sector banks should originate from the management of the relevant

banks, with the government of India as the common shareholder playing a supportiverole;
and

Mergers should not be seen as ameans of bailing out weak banks. Rather, weak banks should
be strengthened by slowing down their expansion and eliminating their high cost funds and
borrowings.

The Reserve Bank of Indiaaccepted and began implementing many of these recommendationsin October 1998.

Working Group on Role of Banks and Financial | nstitutions

In December 1997, the Reserve Bank of India created aworking group under the chairmanship of S. H. Khan to
harmonize the role and operations of long-term lendi ng institutions and banks. In its report submitted in April 1998,
the Khan Working Group recommended that banks and long-term lending institutions progressively move towards
universal banking and encouraged the development of aregulatory framework for this purpose.
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Based on the recommendations of the Khan Working Group and the Narasimham Committee [1, the Reserve
Bank of India, in January 1999, issued a discussion paper entitled ‘' Harmonizing the Role and Operations of
Development Financial Institutions and Banks'’. The paper described the future of the financial system:

The provision of diversified services both by banks and long-term lending institutions should
continue, subject to appropriate regulation by the Reserve Bank of Indig;

Ultimately there should be only banks and restructured non-bank finance companies;

The specia role of long-term lending institutions being noted, a transitional path was
envisioned for them to become either full-fledged non-bank finance companies or banks. This
transitory arrangement should be worked out in consultation with the Reserve Bank of India;

If along-term lending institution chooses to provide commercial banking services directly,
permission to create a 100.0% owned banking subsidiary would be considered by the Reserve
Bank of India;

A corporate form of organization under the Companies Act was recommended to provide the
financial intermediaries with the necessary flexibility for mergers and acquisitions and the
diversification to meet the needs of the evolving situation;

Any conglomerate in which abank is present should be subject to supervision and regulation
on aconsolidated basis; and

Supervisory functions should be isolated and brought under a consistent supervisory
framework. Ownership of financial intermediaries should be transferred from the Reserve
Bank of Indiato the government of India. Thiswould help ensure that the Reserve Bank of
Indiafocused on its supervisory and regulatory functions.

Recent Structural Reforms

Legidative Framework for Recovery of Debts dueto Banks

Following the recommendations of the Narasimham Committee, the Recovery of Debts due to Banks and
Financid Institutions Act, 1993 was enacted. The purpose of thislegidation isto provide for the establishment of a
tribunal for speedy resolution of litigation and recovery of debts owed to banks or financial institutions. This act
creates tribunals before which the banks or the financia institutions can file a suit for recovery of the amounts due to
them. However, if a scheme of reconstruction is pending before the Board for Industrial and Financial
Reconstruction, under the Sick Industrial Companies (Special Provision) Act, 1985, no proceeding for recovery can
beinitiated or continued before the tribunals.

As part of their effort to continue bank reform, the Reserve Bank of Indiaannounced a series of measuresin the
credit policy for fiscal 1999 and fiscal 2000 aimed at deregulating and strengthening the financial system.

Credit Policy for Fiscal 1999

In the monetary and credit policy for fiscal 1999, the following major changes regarding banks were
announced:

The minimum maturity of term deposits was reduced from 30 daysto 15 days;

Differential interest rates were permitted on term deposits of different sizes, but of the same
maturity; and

Tofacilitate flow of credit to small borrowers the lending rates for loans below Rs. 200,000
were not to exceed the prime lending rate.

The magjor changes regarding banks and long-term lending institutions announced in the mid-term revi ew of the
monetary and credit policy for fiscal 1999 included:
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Regulations were tightened to require provisioning for investment in government-guaranteed
loans;

Risk weights of 2.5% for central government securities and other approved securities and
20.0% for advances guaranteed by state governments which remained in default were
stipulated effective from fiscal 2000;

Effective from fiscal 1999, foreign exchange open positions carry a 100.0% risk weight;

General provisioning of aminimum of 0.25% was introduced for standard assets effective
fromfiscal 2000;

Minimum capital to risk assets ratio for banks was raised from 8.0% to 9.0% effective from
fiscal 2000; and

The period for classifying assets in the sub-standard category as doubtful will be reduced
from 24 monthsto 18 months effective year-end fiscal 2001.

Credit Policy for Fiscal 2000

In the monetary and credit policy for fiscal 2000, the Reserve Bank of Indiareduced the cash reserveratio to
10.0%. In addition, severa structural reform measures in the banking sector were introduced including:

The introduction of differential prime lending rates for various maturities;
Permission for banksto provide fixed rate loans; and

Permission for long-term lending institutions to enter the repo market for short-term liquidity
management before making the call-money market a purely inter-bank market.

The mid-term review of the monetary and credit policy for fiscal 2000 introduced the following major changes
applicableto thefinancial sector:

The cash reserve ratio was reduced from 10.0% to 9.0% for banks;

A market risk weight of 2.5% was introduced in respect of al bank investmentsin
government securities (on other bank investments also from fiscal 2001); and

The exposure limit in respect of asingle borrower was reduced from 25.0% to 20.0% of the
capital funds of banks and financid ingtitutions effective from April 1, 2000. However, at
October 31, 1999, if the exposure level of any ingtitution or bank to asingle borrower wasin
excess of 20.0% of its capital funds, it would have atwo year period to reduce exposure to
20.0%, i.e., by October 31, 2001.

Credit Policy for Fiscal 2001

In the monetary and credit policy for fiscal 2001, the Reserve Bank of Indiaintroduced the following structural
reform measures in the banking sector:

Requirement of a minimum of 85.0% daily maintenance of cash reserveratio balances by
banks was reduced to 65.0%;

Financial ingtitutions were given greater flexibility to fix interest rates on term deposits; and

A broad approach towards “universal banking” was outlined. A development finance
institution intending to transform itself into a bank would need to prepare atransition path in
order to fully comply with the regulatory requirements of abank. The ingtitution concerned
may consult the Reserve Bank of Indiafor such transition arrangements. The Reserve Bank of
Indiawould consider such requests on a case-by-case basis.
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Recommendations of the Working Group on Restructuring Weak Public Sector Banks

The Reserve Bank of India constituted aworking group on restructuring weak public sector bankswhich
submitted itsreport in October 1999. The group has suggested arestructuring program which coversthe following:

Operational restructuring involving

—  Changesin the method of operations;

—  Adoption of modern technology;

— Resolution of the problem of high non-performing loans; and

— Reductionin cost of operations;

Organizational restructuring aimed at improved governance and increased management
involvement and efficiency;

Financial restructuring including the investment of funds by the government on fulfillment of
certain conditions; and

Restructuring providing for legal changes and ingtitution building for supporting the
restructuring process.

Working Group to Review Deposit Insurancein India

The working group congtituted by the Reserve Bank of Indiato review the role of deposit insurancein India
submitted its report in October 1999. The group has recommended changes with respect to the following in the
existing system of deposit coverage:

Institutions to be brought within the ambit of deposit insurance;
Regulatory systemsto be set up;
Introduction of arisk-based premium;
Parameters for the assessment of risk; and
Parametersfor the capital of adeposit insurance agency.
The Reserve Bank of India has released the report for public discussion.
Refor ms of the Non-Bank Finance Companies

The standards relating to income recognition, provisioning and capital adequacy were prescribed for non-bank
finance companiesin June 1994. The registered non-bank finance companies were required to achieve a minimum
capital adequacy of 6.0% by year-end fiscal 1995 and 8.0% by year-end fiscal 1996 and to obtain a minimum credit
rating. To encourage the companies complying with the regul atory framework, the Reserve Bank of India
announced in July 1996 certain liberalization measures under which the non-bank finance companies registered with
it and complying with the prudential norms and credit rating requirements were granted freedom from the ceiling on
interest rates on deposits and amount of deposits. A new set of regulatory measures were announced by the Reserve
Bank of Indiain January 1998. The Reserve Bank of India has presently stipulated a cap of 16.0% on interest rates
on the deposits raised from the public by the non-bank finance companies.

Efforts have also been made to integrate non-bank finance companies into the mainstream financial sector. The
first phase of thisintegration covered measures relating to registrations and standards. These include requiring non-
bank finance companiesto register and to have minimum net owned funds of Rs. 2.5 million. Other measures
introduced include requiring nortbank finance companies to maintain a certain percentage of liquid assets and to
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create areserve fund. The percentage of liquid assets to be maintained by non-bank finance companies has been
revised uniformly upwards and beginning in April 1999, 15.0% of public deposits must be maintained.

The focus of supervision has now shifted to non-bank finance companies accepting public deposits. Thisis
because these companies will be subject to deposit regulations and standards. A task force on non-bank finance
companies set up by the government of India submitted its report in October 1998, and recommended several steps
to rationalize the regulation of non-bank finance companies. Accepting these recommendations, Reserve Bank of
Indiaissued new guidelines for non-bank finance companies, which were as follows:

A minimum net owned fund of Rs. 2.5 million is mandatory before existing non-bank finance
companies may accept public deposits;

A minimum investment grade rating is compulsory for loan and investment companies
accepting public deposits, even if they have the minimum net owned funds;

Permission to accept public deposits was aso linked to the level of capital to risk assetsratio.
Different capital to risk assetsratio levelsfor non-bank finance companies with different
ratings were specified; and

Non-bank finance companies were advised to redrict their investmentsin real estateto 10.0%
of their net owned funds.

In the Reserve Bank of India’s monetary and credit policy for fiscal 2000, the Reserve Bank of India stipulated
aminimum capital base of Rs. 20 million for al new non-bank finance companies.

Regulations Review Authority

In March 1999, the Reserve Bank of India set up a Regulations Review Authority to provide an opportunity to
the public at large to seek justification for and suggest deletion or modification of any regulation, circular or return
issued, or required by the Reserve Bank of India. This authority is neither aforum for grievance redressal nor a
policy-making forum. This authority will, however, convey its views on an application to the relevant department of
the Reserve Bank of India

Based on the recommendations of this authority, some of the existing regulations may come under review over
time.

Insurance

The R.N. Malhotra Committee was set up in April 1993 to recommend reforms in the insurance industry. This
committee submitted its report on January 7, 1994 and its major recommendations were as follows:

the entry of the private sector in the insurance industry should be alowed,;

India s two insurance corporations, the Life Insurance Corporation of Indiaand Generd
Insurance Corporation of India should be privatized, with the government retaining a 50.0%
stake;

the licensing system for surveyors should be abolished;

the tariff regimein general insurance must continue;

contributions to pension schemes must be exempt from tax;

settlement of claims must be expedited; and

high priority should be given to activating the regulatory apparatus.
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Asafirgt step towards implementation of the recommendations of the Mahotra Committee on Reformsin the
Insurance Sector, the budget for fiscal 1996 indicated that an independent regulatory authority would be set up for
theinsurance industry, and the Insurance Regulatory Authority was set up in 1996.

In December 1999, the parliament approved the Insurance Regulatory and Devel opment Authority Bill, 1999,
Thishill has opened up the Indian insurance sector for foreign and private investors. This bill allows foreign equity
participation in new insurance companies of up to 26.0%. The new company should have a minimum paid up equity
capital of Rs. 1.0 hillion to carry out the business of life insurance or general insurance or Rs. 2.0 billion to carry out
exclusively the business of reinsurance. An Insurance Regulatory and Development Authority has been set up to
regulate, promote and ensure orderly growth of the insurance industry.

In the monetary and credit policy for fiscal 2001, the Reserve Bank of Indiaissued guidelines governing the
entry of banks and financial institutions into the insurance business. The objective of theguidelinesisto alow only
financially strong banks and financial institutions to enter the insurance business. These guidelines permit banks and
financial ingtitutions to enter the business of underwriting insurance through joint venturesif they meet the
stipulated criteriarelating to their net worth, capital adequacy ratio, profitability track record and level of non
performing loans and the performance of their existing subsidiary companies. These guidelines specify the
maximum percentage of the paid up capital and of the net worth of the bank or financia institution that can be
invested in the joint venture. To keep the risks associated with each of the businesses distinct, the guidelines
envisage an ‘‘arms length’’ relationship between the bank or financia ingtitution and the insurance company.
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SUPERVISION AND REGULATION

The main legidation governing commercia banksin Indiais the Banking Regulation Act. Other important
legidations include the Reserve Bank of India Act, the Negotiable Instruments Act and the Banker’ s Books
Evidence Act. Additionally, the Reserve Bank of India, from time to time, issues guidelines, to be followed by the
banks.

Reserve Bank of India Regulations

Commercia banksin India are required under the Banking Regulation Act to obtain alicense from the Reserve
Bank of Indiato carry on banking businessin India. Before granting the license, the Reserve Bank of Indiamust be
satisfied that certain conditions are complied with, including (i) that the bank has the ability to pay its present and
future depositorsin full astheir claims accrug; (i) that the affairs of the bank will not be or are not likely to be
conducted in amanner detrimental to the interests of present or future depositors; (iii) that the bank has adequate
capital and earnings prospects; and (iv) that the public interest will be served if such license is granted to the bank.
The Reserve Bank of India can cancel the license if the bank fails to meet the above conditions or if the bank ceases
to carry on banking operationsin India.

We, being licensed as a banking company, are regulated and supervised by the Reserve Bank of India. The
Reserve Bank of Indiarequires usto furnish statements, information and certain details relating to our business. It
has issued guidelines for commercia banks on recognition of income, assets, maintenance of capital adequacy and
provisioning for non-performing assets. The Reserve Bank of India has set up aBoard for Financial Supervision,
under the chairmanship of the Governor of the Reserve Bank of India. This Board is assisted by the Department of
Financial Supervision of the Reserve Bank of Indiain supervising commercia banks and financid ingtitutions. The
appointment of the auditors of the banksis subject to the approva of the Reserve Bank of India. The Reserve Bank
of India can direct aspecia audit in the interest of the depositors or in the public interest.

Regulationsrelating to the Opening of Branches

Banks are required to obtain licenses from the Reserve Bank of Indiato open new branches. Permissionis
granted based on factors such as the financial condition and history of the company, its management, adequacy of
capital structure and earning prospects and the public interest. The Reserve Bank of Indiamay cancel the license for
isolations of the conditions under which its granted. Under the banking license granted to us by the Reserve Bank of
India, we are required to have at least 25.0% of our branches located in rural and semi-urban areas. A rural areais
defined as a center with a population of lessthan 10,000. A semi-urban areais defined as a center with population of
greater than 10,000 but less than 100,000. These population figures relate to the 1991 census conducted by the
government of India.

Capital Adequacy Requirements

The Reserve Bank of India has laid down minimum capital adequacy standards for banks based on the
guidelines of the Bade Committee on Banking Regulations and Supervisory Practices, 1988. Under these guidelines,
we are required to maintain a minimum ratio of capital to risk adjusted assets and off-balance sheet items of 8.0%, at
least half of which must be Tier 1 capital. The Reserve Bank of India, inits credit policy announced in October
1998, has proposed to increase the minimum capital adequacy ratio to 9.0% effective March 31, 2000.

Thetotal capital of abanking company isclassifiedinto Tier 1 and Tier 2 capital. Tier 1 capital, the core
capital, provides the most permanent and readily available support against unexpected losses. It comprises paid-up
capital and reserves consisting of any statutory reserves, free reserves and capital reserve in terms of Indian Income
Tax Act as reduced by equity investments in subsidiaries, intangible assets, gap in provisioning and lossesin the
current period and those brought forward from the previous period.

Tier 2 capital consists of undisclosed reserves, revaluation reserves (at a discount of 55.0%), general provisions
and loss reserves (allowed up to amaximum of 1.25% of weighted risk assets), hybrid debt capital instruments
(which combine certain features of both equity and debt securities) and subordinated debt and redeemable
cumulative non-convertible preferred equity with an initial maturity of not lessthan five years. Any subordinated
debt is subject to progressive discounts each year for inclusion in Tier 2 capital and total subordinated debt
considered as Tier 2 capital cannot exceed 50.0% of Tier 1 capital. A bank’sinvestment in Tier 2 bondsissued by
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other banksis subject to a ceiling of 10.0% of the bank’ stotal capital. Tier 2 capital cannot exceed Tier 1 capital.
The Banking Regulation Act does not allow banks established on or after January 15, 1937 to issue preferred equity.

Risk adjusted assets and off-balance sheet items considered for determining the capital adequacy ratio are the
risk weighted total of specified funded and non-funded exposures. Degrees of credit risk expressed as percentage
weighting have been assigned to various balance sheet asset items and conversion factors to off-balance sheet items.
The value of each item is multiplied by the relevant weight or conversion factor to produce risk-adjusted values of
assets and off-balance-sheet items. Guarantees and documentary credits are treated as similar to funded exposure
and are subject to similar risk weight. All foreign exchange open position limits of the bank carry a 100.0% risk
weight. Capital requirements have also been prescribed for open foreign currency exposures and open positionsin
gold. Starting March 31, 2000, investment in government and approved securitieswill also be assigned arisk weight
for fluctuation in prices. The aggregate risk weighted assets are taken into account for determining the capital
adequacy ratio.

Loan L oss Provisionsand Non-performing Assets

In March 1994, the Reserve Bank of Indiaissued formal guidelines on income recognition, asset classification,
provisioning standards and valuation of investments applicable to long-term lending institutions, which are revised
from timeto time. Similar guidelines are a so applicable to ICICI Bank. These guidelines are applied for the
calculation of norperforming assets under Indian GAAP. The discussion of asset quality in this annua report is
under US GAAP and the US GAAP standards applied are set forth in “* Business—Risk Management—Non
Performing Portfolio.”

The principal features of these Reserve Bank of India guidelines, which have been implemented with respect to
ICICI’ sloans, debentures, |ease assets, hire purchases and bills are set forth below.

Non-Performing Assets

A non-performing asset is an asset in respect of which any amount of interest or principal has remained past due
for more than two quarters. In particular, loans are not classified as non-performing until the borrower has missed

two interest payments (180 days) or two principal payments (180 days). Interest in respect of non-performing assets
isnot recognized or credited to the income account unless collected.

Asset Classification
Assets are classified as described below:

Sandard Assets. Assetsthat do not have any problems or do not carry more than normal risk attached to
the business.

ub-Sandard Assets. Assetsthat are non-performing assets for a period not exceeding two years (18
months by March 31, 2001).

Doubtful Assets. Assetsthat are non-performing assets for more than two years and have not been written
off, either wholly or partially (18 months by March 31, 2001).

Loss Assets. Assetsthat are considered uncollectable and identified as aloss by us, the Reserve Bank of
Indiaor our external auditors.

Renegotiated or rescheduled |oans must have no past due amounts for one year after renegotiation or
rescheduling for the loan to be upgraded.

Provisioning and Write-Offs

Provisions are based on guidelines specific to the classification of the assets. The following guidelines apply to
the various asset classifications:

Sandard Assets. A general provision of 0.25% is required.
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Sub-Sandard Assets. A genera provision of 10.0% is required.

Doubtful Assets. A 100.0% write-off is required to be taken against the unsecured portion of
the doubtful asset and charged against income. The value assigned to the collateral securing a
loan isthe amount reflected on the borrower’ s books or the realizable value determined by
third party appraisers. In cases where there is a secured portion of the asset, depending upon
the period for which the asset remains doubtful, a20.0% to 50.0% provision is required to be
taken against the secured asset asfollows:

— Uptooneyear: 20.0% provision
— Onetothreeyears. 30.0% provision
—  Morethan three years. 50.0% provision

Loss Assets.  The entire asset isrequired to be written off or provided for.

While the provisions asindicated above are mandatory, a higher provision in aloan amount would be required
if the auditors considered it necessary.

The Reserve Bank of Indiahas also issued guidelines for classification and va uation of investments.
Regulationsrelating to Making L oans

The provisions of the Banking Regulation Act govern making loans by banksin India. The Reserve Bank of
Indiaissues directions covering the loan activities of banks. Some of the major guidelines of Reserve Bank of India,
which are now in effect, are asfollows:

The Reserve Bank of India has prescribed norms for bank lending to non-bank financial
companies.

Banks are free to determine their own lending rates but each bank must declareits Prime
Lending Rate as approved by the board of directors. Prime lending rate isthe minimum rate
of interest charged by banks on advances of over Rs. 200,000. Separate Prime Lending Rates
can be fixed for short-term and long-term credit. Each bank should also indicate the maximum
spread over the Prime Lending Rate for all credit exposures other than consumer credit. The
interest charged by banks on advances up to Rs. 200,000 to any one entity (other than most
personal banking loans) must not exceed the Prime Lending Rate. Interest ratesin certain
categories of advances are regulated by the Reserve Bank of India.

The Reserve Bank of India, however, does not require interest rates to be linked to the bank’ s Prime Lending
Ratein respect of the following categories:

loans covered by refinance scheme of financial institutions;

interest rates on bank lending to intermediary agenciesincluding housing finance intermediary agencies;
and

bill discounting by banks; and advances or overdrafts against domestic and non-resident deposits.

With respect to cash credit facilities (revol ving asset-backed overdraft facilities for meeting working capital
needs), up to 80.0% of the facility can bein the form of a demand loan.

Penalty interest represents additional interest charged over and above the base rate of interest on certain events,
including default in the repayment of loans. Penalty interest is not chargeable for loans up to Rs. 25,000. For loans
over Rs. 25,000, penalty interest cannot exceed 2.0%.

There are guidelines on loans against equity sharesin respect of amount, margin and purpose.
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Directed Lending

Priority Sector Lending

The Reserve Bank of India has established guidelines requiring banksto lend aminimum of 40.0% of their net
bank credit (total domestic loans less marketable debt instruments and certain exemptions permitted by the Reserve
Bank of Indiafrom timeto time. Presently specified categories of deposits from nonresident Indians are exempted)
to certain specified sectors called priority sectors. Priority sectorsinclude small-scale industries, the agricultural
sector, food and agro-based industries, small business enterprises and weaker sections of society.

The Reserve Bank of Indiaalso has set out the minimum percentage of net bank credit that banks may direct to

the priority sectors. The minimum percentage of credit to agriculture sector is18.0%. The balance can be lent to the
following:

Credit to small scaleindustrial units which are entities engaged in manufacturing, processing and providing
services and whose investment in plant and machinery does not exceed Rs. 10 million;

Creditto small businessesincluding small road and water transport operators, retail traders and professional
and other self employed persons;

Educational and other |oans to the weaker sections of society; and

Direct home loans up to Rs. 1 million disbursed in urban and metropolitan areas and investment in bonds

of National Housing Bank and Housing and Urban Development Corporation exclusively for the financing
of housing;

Any shortfall in the amount required to be lent to the priority sectors may be required to be deposited with
developmental banks like National Bank for Agriculture and Rural Development and Small Industries Devel opment
Bank of India. These deposits can be for aperiod of one year or five years and presently carry interest at 8.0% per
annum and 11.5% per annum, respectively.

The Reserve Bank of Indiarequires banksto lend up to 3.0% of our incremental depositsin the previous fiscal
year towards housing finance. This can be in the form of home loans to individuals or subscription to the debentures
and bonds of National Housing Bank and housing devel opment institutions recognized by the government of India.

Export Credit

The Reserve Bank of Indiaalso requires usto make loansto exporters at concessional rates of interest. This
enabl es exporters to have access to an internationally competitive financing option. Pursuant to existing guidelines,
12.0% of our net bank credit is required to be in the form of export credit. We provide export credit for pre-shipment
and post-shipment requirements of exporter borrowers in rupees and foreign currencies.

Regulationsrelating to Bridge L oans

Banks may consider approval of bridge loan or interim finance for a maximum period of four months against
commitment made by financial ingtitutions or other banks only in cases, where the lending ingtitution faces
temporary liquidity constraint. These loans are subject to conditions specified by the Reserve Bank of India

The bank extending bridge loan or interim finance must obtain prior approval of other banks and financid
institutions, which have approved the term loans; and

The approving bank must obtain a commitment from other banks and financial institutions that the latter
would directly remit the amount of term loan to it at the time of disbursement.

Credit ExposureLimits

Asaprudent measure aimed at better risk management and avoidance of concentration of credit risk, the
Reserve Bank of Indiahas prescribed credit exposure limits for banks in respect of their lending to individual
borrowers and borrower groups.

The limits set by the Reserve Bank of India are asfollows:
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exposure to individual borrowers must not exceed 25.0% of capita funds of the bank (20.0% by April 1,
2000);

exposure to aborrower group must not exceed 50.0% of capital funds of the bank. In the case of
infrastructure projects, such as power, telecommunications, road and port projects, an additional exposure
of 10.0% of capital fundsis allowed; and

exposureto individuals against shares or debentures cannot exceed Rs. 2 million if the shares or debentures
are in book-entry form and Rs. 1 million if they arein physical form.

Exposure is the aggregate of:

all approved fund-based limits;
investmentsin shares, debentures and commercial papers of companies and public sector undertakings; and
50.0% of approved non-fund-based limits, underwriting and similar commitments.

Capital fundsinclude paid-up capital and free reserves excluding revaluation reserves pursuant to accounts
audited and published under Indian GAAP.

Our loan exposuresto individua borrowers and borrower groups are within the above limits, except in some
cases where we have obtained the approval of Reserve Bank of Indiafor exceeding the above limits.

To ensure that exposures are evenly spread, the Reserve Bank of Indiarequires banksto fix internal limits of
exposure to specific sectors. These limits are subject to periodical review by the banks. We have fixed a ceiling of
15.0% on our exposure to any one industry and monitor our exposures accordingly. Where financial fundamentals
and sponsors’ backing are strong, our exposures have exceeded these limits. However, these exposures are within
the individual and borrower group limits specified by the Reserve Bank of India.

Regulationsrelating to I nvestments

There are no limits on the amount of investments by banks in non-convertible debt instruments. However, credit
exposure limits specified by the Reserve Bank of Indiain respect of abank’slending to individual borrowers and
borrower groups apply in respect of these investments. The Reserve Bank of India requires that the net incremental
investment by banksin equity securitiesin afiscal year cannot exceed 5.0% of the incremental depositsin the
previousfiscal year. Investmentsin debentures convertible into equity and equity related mutual funds are included
inthis5.0% limit. In April 1999, the Reserve Bank of India, in its monetary and credit policy stated that the
investment by a bank in subordinated debt instruments, representing Tier 2 capitd, issued by other banks and
financid institutions should not exceed 10.0% of the investing bank’s capital including Tier 2 capital and free
reserves. We have complied with this requirement.

Restrictionson Investmentsin a Single Company

No bank may hold sharesin any company exceeding 30.0% of the paid up share capital of that company or
30.0% of its own paid up share capital and reserves, whichever isless.

Limit on Transactionsthrough Individual Brokers

The guidelinesissued by the Reserve Bank of Indiarequire banksto empanel brokersf or transactionsin
securities. The guidelines also require that a disproportionate part of the bank’ s business should not be transacted
only through one broker or afew brokers. The Reserve Bank of India specifies that not more than 5.0% of the total
transactions through empanelled brokers can be transacted through one broker. If for any reason thislimitis
breached, the Reserve Bank of India has stipulated that the board of directors of the bank concerned should ratify
such action.

Prohibition on Short-Sling

The Reserve Bank of India does not permit short selling of securities by banks.
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Valuation of | nvestments

In terms of the Reserve Bank of India guidelines, new private sector banks like us are required to mark-to-
market their entire investment portfolio each year while public sector banks have been gradually moved to 100%
mark-to-market in aphased market manner. At present, public sector banks are required to provide 75% of their
portfolio on a mark-to-market basis. Vauation norms prescribed by the Reserve Bank of India, which must be
followed, are asfollows:

fixed income securities are valued on the basis of yield to maturity of or linked to government of India
securities except that debenturesissued by corporations are valued at cost if interest is serviced regularly
and treated as non-performing loansif not so serviced;

equity shares are valued at book value as per the latest balance sheet of the investee company except that
the holding isvalued at Rupee. 1 if the balance sheet is not availabl e; and

mutual funds are valued at their latest net asset value declared by the fund.

Short-term instruments like treasury bills and commercial paper are to be valued at cost.

A committee of the Reserve Bank of India has proposed new guidelines for the val uation of investments from
fiscal 2001. These guidelines, if implemented by the Reserve Bank of India, would require banksto classify their
entire portfolio of approved securities under three categories namely “held for trading”, “available for sale” and
“permanent”. The permanent component would be required not to exceed 25.0% of the total investment in approved
securities. Securities held in the “permanent” category would have to be valued at cost and any premium paid over
face value would be amortized over the period of maturity of the instrument. The other two components would have
to be marked to market on the basis of the bank’s own yield curve subject to the satisfaction of auditors. Any gain or
loss on the revaluation of investmentsin the “held fortrading” category would have to be recognized in the income
account. Depreciation should be recognized in the income account. However, the appreciation, being unrealized,
would be appropriated to an investment fluctuation reserve through the income account. The gain or loss on
revaluation of investmentsin the “available for sal€” category would have to be taken to the investment fluctuation
reserve account without routing through the income account. If the balance in the reserve account is insufficient to
provide for any loss on revaluation, provision for such loss would have to be made in the income account. Banks
would be able to shift investments from one category to another category only with the approval of their board of
directors. These proposed new guidelines are still under discussion by the Reserve Bank of India.

Regulationsrelating to Deposits

The Reserve Bank of India has permitted banks to independently determine rates of interest offered on fixed
deposits. However, no bank is permitted to pay interest on current account deposits. Further, banks can pay interest
of 4.0% per annum on savings deposits, which was 4.5% until year-end fiscal 2000. In respect of savings and time
deposits accepted from employees, we are permitted by the Reserve Bank of Indiato pay an additional interest of
1.0% over the interest payable on deposits from the public.

Domestic time deposits can have a minimum maturity of 15 days and maximum maturity of 10 years. Time
depositsfrom norresident |ndians denominated in foreign currency can have aminimum maturity of one year and
maximum maturity of three years. Rupee time deposits from non-resident Indians can have a minimum maturity of
six months and maximum maturity of three years.

Starting April 1998, the Reserve Bank of India has permitted banks the flexibility to offer varying rates of
interests on domestic deposits of the same maturity subject to the following conditions:

Time deposits are of Rs. 1.5 million and above; and

Interest is paid in accordance with the schedul e of interest rates disclosed in advance by the bank and not
pursuant to negotiation between the depositor and the bank.

Deposit Insurance
Demand and time deposits of up to Rs. 100,000 (US$2,300) accepted by Indian banks have to be mandatorily

insured with the Deposit Insurance and Credit Guarantee Corporation, awholly-owned subsidiary of the Reserve
Bank of India. Banks are required to pay the insurance premium for the eligible amount to the Deposit Insurance and
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Credit Guarantee Corporation on asemi-annual basis. The cost of the insurance premium cannot be passed on to the
customer.

Regulationsreating to Knowing the Customer

The Reserve Bank of Indiarequires banksto open accounts only after verifying the identity of customersasto
their name, residence and other details to ensure that the account is being opened by the customer in his own name.
To open an account, a prospective customer requires an introduction by:

an existing customer who has had his own account with the bank for at least six months duration and has
satisfactorily conducted that account; or

awell known person in the local area where the prospective customer isresiding.

If the prospective customer does not have an introducer, documents of the prospective customer, like his
identity card, passport or details of bank accounts with other banks, are required to be submitted.

Legal Reserve Requirements

Cash Reserve Ratio

A banking company such as ICICI Bank is required to maintain a specified percentage of its demand and time
liahilities, excluding inter-bank deposits, by way of a cash reserve with itself and by way of abalance in a current
account with the Reserve Bank of India. In April 2000, the Reserve Bank of Indiain its credit and monetary policy
announced the new cash reserveratio to be maintained by scheduled commercial banks of 8.0% which was raised to
8.5% in July 2000. Thefollowing liahilities are not considered in the calculation of the cash reserveratio:

inter-bank liabilities;

liabilitiesto primary deders;

repatriabl e and non-repatriable deposits from non-resident Indians;
foreign currency deposits from nonresident Indians; and

refinancing from the Reserve Bank of India and other institutions permitted to offer
refinancing to banks.

The Reserve Bank of Indiapays no interest on the cash reserves up to 3.0% of the demand and time liabilities
and pays 4.0% on the balance.

The cash reserve ratio has to be maintained on an average basis for afortnightly period and should not be below
65.0% of the required cash reserve ratio on any particular day except the last business day of the fortnight. On the
last business day of the fortnight, no restrictions apply.

Ever since the Reserve Bank of Indiaintroduced the financia sector reforms, the goal has been to reduce the
cash reserveratio. It has been indicated by the Reserve Bank of Indiathat the ratio would ultimately be reduced to
the statutory minimum of 3.0%. In July 2000, the Reserve Bank of Indiaraised the cash reserve ratio by 0.5
percentage points to 8.5% as part of the measuresintroduced to contain the sudden depreciation of the rupee against
the US dollar. This depreciation of the rupee was due to excess demand conditions in the foreign exchange market
arising out of large payments for crude oil imports and a slowdown in capital inflows.

Statutory Liquidity Ratio

In addition to the cash reserve ratio, a banking company such as | CICI Bank is required to maintain a specified
percentage of its net demand and time liabilities by way of liquid assets like cash, gold or approved securities. The
percentage of thisliquidity ratio isfixed by the Reserve Bank of Indiafrom timeto time. Currently, the Reserve
Bank of Indiareqguires banking companies to maintain aliquidity ratio of 25.0%.
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Regulationson Asset Liability Management

At present, Reserve Bank of Indiaregulations for asset liability management require banks to draw up asset-
liability gap statements separately for rupee and for four major foreign currencies. These gap statements are
prepared by scheduling all assets and liabilities according to the stated and anticipated re-pricing date, or maturity
date. These statements have to be submitted to the Reserve Bank of India on a quarterly basis. The Reserve Bank of
India has advised banks to actively monitor the difference in the amount of assets and liabilities maturing or being
re-priced in aparticular period and place interna prudentia limits on the gapsin each time period, as arisk control
mechanism. Additionally, the Reserve Bank of India had asked banks to manage their asset-liability structure such
that the negative liquidity gap in the 1-14 day and 15-28 day time periods does not exceed 20.0% of cash outflows
in these time periods. This 20.0% limit on negative gaps has been made mandatory with effect from April 1, 2000.

Foreign Currency Dealership

Reserve Bank of Indiahas granted us afull-fledged authorized dealers’ license to deal in foreign exchange
through our designated branches. Under thislicense, we have been granted permission to:

engage in foreign exchange transactionsin al currencies;

open and maintain foreign currency accounts abroad;

raise foreign currency and rupee denominated deposits from non resident Indians;

grant foreign currency loans to on-shore and off-shore corporations;

open documentary credits;

grant import and export loans;

handle collection of bills, fundstransfer services;

issue guarantees; and

enter into derivative transactions and risk management activities that are incidental to our normal functions
authorized under our organizational documents.

Our foreign exchange operations are subject to the guidelines specified by the Reserve Bank of Indiain the
exchange control manual. As an authorized dealer, we are required to enroll as a member of the Foreign Exchange
Dealers Assodation of India, which prescribes the ground rules relating to foreign exchange businessin India.

Authorized dealers like us are required to determine our limits on open positions and maturity gapsin
accordance with Reserve Bank of India guidelines and these limits are approved by the Reserve Bank of India. At
present, the limit for our over-night open positionsis Rs. 1,650 million. Further, we are permitted to hedge foreign

currency loan exposures of Indian corporationsin the form of interest rate swaps, currency swaps and forward rate
agreements, subject to certain conditions.

Statutes Gover ning Foreign Exchange and CrossBorder Business Transactions

The foreign exchange and cross border transactions undertaken by banks are subject to the provisions of
Foreign Exchange Regulation Act. All branches should monitor al non-resident accounts to prevent money
laundering. These transactions will be regulated by the Foreign Exchange Management Act and the Prevention of
Money Laundering Act, once they are put in force.

Requirements of the Banking Regulation Act
Prohibited Business

The Banking Regulation Act specifies the business activities in which abank may engage. Business activities
other than the specified activities are prohibited to be undertaken by a bank.

Reserve Fund

Any bank incorporated in Indiais required to create areserve fund to which not less than 20.0% of the profits of
each year before dividends must be transferred. If there is an appropriation from this account, the bank is required to

report the same to the Reserve Bank of Indiawithin 21 days, explaining the circumstances leading to such
appropriation.
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Restrictions on Payment of Dividends

The Banking Regulation Act requiresthat a bank shall pay dividend on its shares only after al its cepitalized
expenses (including preliminary expenses, organization expenses, share selling commission, brokerage, amounts of
losses and any other item of expenditure not represented by tangibl e assets) have been completely written off. The
government of Indiamay exempt banks from this provision by issuing a notification on the recommendation of the
Reserve Bank of India. We have obtained approval to write off, over aperiod of three yearsincluding fiscal 2000,
our issue expenses incurred in respect of our ADS program for preparing our accounts as provided under the
Banking Regulation Act.

Prior approva of the Reserve Bank of Indiaisrequired for adividend payment above 25.0% of par value of a
company’s shares or for an interim dividend payment.

The government of Indiamay, on recommendation of the Reserve Bank of India, exempt a bank from
requirements relating to its reserve fund and the restrictions on dividend payment.

Restriction on Share Capital and Voting Rights

Banks can issue only ordinary shares. Banksincorporated before January 15, 1937 can a so issue preferential
shares. The Banking Regulation Act specifies that no shareholder in a banking company can exercise voting rights
on poll in excess of 10.0% of total voting rights of all the shareholders of the banking company.

Restriction on Transfer of Shares

Reserve Bank of Indiaapproval isrequired to obtain its approva before we can register the transfer of shares
for anindividua or group which acquires 5.0% or more of our total paid up capitd.

Regulatory Reporting and Examination Procedures

The Reserve Bank of Indiais empowered under the Banking Regulation Act to inspect a bank. The Reserve
Bank of Indiamonitors prudential parameters at quarterly intervals. To this end and to enable off-site monitoring
and surveillance by the Reserve Bank of India, the banks are required to report to the Reserve Bank of Indiaon
aspects such as:

assets, liabilities and off-bal ance sheet exposures,

the risk weighting of these exposures, the capital base and the capital adequacy ratio;

the unaudited operating resultsfor each quarter;

asset quality;

concentration of exposures,

connected and related lending and the profile of ownership, control and management; and
other prudential parameters.

The Reserve Bank of India also conducts periodical on-site ingpections on matters relating to the bank’s
portfolio, risk management systems, internal controls, credit allocation and regulatory compliance, at intervals
ranging from one to three years. We have been subject to the on-site inspection by the Reserve Bank of India at
yearly intervals. The inspection report, along with the report on actions taken by us, has to be placed before our
board of directors. On approval by our board of directors, we are required to submit the report on actions taken by us
to the Reserve Bank of India. The Reserve Bank of Indiaalso discusses the report with our management team
including our chief executive officer.

The Reserve Bank of Indiaalso conducts ontsite supervision of our selected branches with respect to their
genera operations and foreign exchange related transactions.

Penalties
The Reserve Bank of India can impose penalties on banks and its employeesin case of infringement of

regulations under the Banking Regulation Act. The penalty can be afixed amount or be related to the amount
involved in any contravention of the regulations. The penalty may a so include imprisonment.
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AssetstobeMaintained in India

Every bank is required to ensure that its assetsin India (including import-export bills drawn in India and
Reserve Bank of Indiaapproved securities, even if the bills and the securities are held outside India) are not lessthan
75.0% of its demand and time liabilitiesin India.

Secrecy Obligations

Our obligations relating to maintaining secrecy arise out of common law principles governing our relationship
with our customers. We cannot disclose any information to third parties except under clearly defined circumstances.
Thefollowing are the exceptionsto this generd rule:

where disclosureis required to be made under any law;

where there is an obligation to disclose to the public;

where we need to disclose information in our interest; and

where disclosure is made with the express or implied consent of the customer.

We are required to comply with the above in furnishing any information to any parties. We are also required to
discloseinformation if ordered to do so by acourt. The Reserve Bank of Indiamay, in the public interest, publish
the information obtained from the bank. Under the provisions of the Banker’ s Books Evidence Act, a copy of any
entry in abankers' book, such asledgers, day books, cash books and account books certified by an officer of the
bank may be treated as primafacie evidence of the transaction in any legal proceedings.

Appointment and Remuner ation of our Chairman, Managing Director and Other Directors

We require prior approval of the Reserve Bank of Indiato appoint our chairman and managing director and any
other directors and to fix their remuneration. The Reserve Bank of Indiais empowered to remove such an appointee
on the grounds of public interest, interest of depositors or to ensure the proper management of the bank. Further, the
Reserve Bank of Indiamay order meetings of the bank’ s board of directorsto discuss any matter in relation to the
bank, appoint observersto such meetings and in general may make such changes to the management asit may deem
necessary and can also order the convening of ageneral meeting of the company to elect new directors.

SEBI Regulations and Guidelines

The Securities and Exchange Board of Indiawas established to protect the interests of public investorsin
securities and to promote the development of, and to regulate, the Indian securities market. We are subject to
Securities and Exchange Board of Indiaregulations for our capital issuances, aswell as our underwriting, custodial,
depositary participant, investment banking, registrar and transfer agents, broking and debenture trusteeship
activities. These regulations provide for our registration with the Securities and Exchange Board of Indiafor each of

these activities, functions and responsibilities. We are required to adhere to a code of conduct applicable for these
activities.
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EXCHANGE CONTROLS
Restrictions on Conversion of Rupees

There are restrictions on the conversion of rupeesinto dollars. Before February 29, 1992, the Reserve Bank of
India determined the officia value of the rupee in relation to aweighted basket of currencies of India’s major
trading partners. In the February 1992 budget, a new dual exchange rate mechanism was introduced by allowing
conversion of 60.0% of the foreign exchange received on trade or current account at a market-determined rate and
the remaining 40.0% at the official rate. All importers were, however, required to buy foreign exchange at the
market rate except for certain specified priority imports. In March 1993, the exchange rate was unified and allowed
to float. In February 1994 and again in August 1994, the Reserve Bank of India announced relaxations in payment
restrictions in the case of anumber of transactions. Since August 1994, the government of India has substantially
complied with its obligations owed to the IMF, under which Indiais committed to refrain from using exchange
restrictions on current international transactions as an instrument in managing the balance of payments. Effective
July 1995, the process of current account convertibility was advanced by relaxing restrictions on foreign exchange
for various purposes, such asforeign travel and medical treatment.

In December 1999, the Indian parliament passed the new Foreign Exchange Management Act, 1999, which has
become effective on June 1, 2000, replacing the earlier Foreign Exchange Regulation Act, 1973. This new
legidation indicates amajor shift in the policy of the government with regard to foreign exchange management in
India. While the Foreign Exchange Regulation Act, 1973, was aimed at the conservation of foreign exchange and its
utilization for the economic devel opment of the country, the objective of the Foreign Exchange Management Act,
1999, isto facilitate external trade and promote the orderly development and maintenance of the foreign exchange
market in India.

The Foreign Exchange Management Act, 1999, permits most transactionsinvolving foreign exchange except
those prohibited or restricted by the Reserve Bank of India. The Foreign Exchange Management Act, 1999, has
eased restrictions on current account transactions. However the Reserve Bank of India continuesto exercise control
over capital account transactions (i.e., those which ater the assets or liabilities, including contingent liabilities, of
persons). The Reserve Bank of India has issued regulations under the Foreign Exchange Management Act, 1999, to
regulate the various kinds of capital account transactions, including certain aspects of the purchase and i ssuance of
shares of Indian companies.

Restrictionson Sale of the Equity Sharesunderlying the ADSsand for Repatriation of Sale Proceeds

ADSsissued by Indian companies to nonresidents have free transferability outside India. However, under
Indian regulations and practice, the approval of the Reserve Bank of Indiais required for the sale of equity shares
underlying the ADSs (other than asde on a stock exchange or in connection with an offer made under the takeover
regulations) by anon-resident of Indiato aresident of Indiaaswell asfor renunciation of rightsto aresident of
India. Further, the depositary cannot accept deposits of outstanding equity shares and issue ADRs evidencing ADSs
representing such equity shares. Therefore, an investor in the ADSs who surrenders ADSs and withdraws equity
sharesis not permitted subsequently to deposit such equity shares and obtain ADSs. Nor would a holder to whom
such equity shares are transferred be permitted to deposit such equity shares. Investors who seek to sell in Indiaany
equity shares (other than a sale on a stock exchange or in connection with an offer made under the takeover
regulations) withdrawn from the depositary facility and to convert the rupee proceeds from such saleinto foreign
currency and repatriate such foreign currency from Indiawill, subject to the foregoing, have to obtain Reserve Bank
of Indiaapproval for each such transaction.
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NATURE OF THE INDIAN SECURITIES TRADING MARKET

The information in this section has been extracted from publicly available documents from various sour ces,
including officially prepared material s from the Securities and Exchange Board of India, the BSE and the NSE, and
has not been prepared or independently verified by us or the underwriters, or any of their respective affiliates or
advisors. Thisisthelatest available information to our knowledge.

Market Pricelnformation
Equity Shares

Our outstanding equity shares are listed and traded on the Calcutta, Delhi, Madras and Vadodara Stock
Exchanges, the BSE and the NSE. The equity shares werefirst listed on the Vadodara Stock Exchange in 1997. The
pricesfor equity shares as quoted in the official list of each of the Indian stock exchanges are in Indian Rupees.

The following table shows:
the reported high and low closing prices quoted in rupees for the equity shares on the NSE; and

the reported high and low closing prices for the equity shares, trandated into U.S. dollars, based on the
noon buying rate on the last business day of each period presented.

Priceper Price per
Equity share Equity share
High Low High Low

Annua prices:
Fiscal 1998........cccceeeneinenieieieeieieienas Rs. 5450 Rs. 35.00 US$ 138 US$ 0.89
Fiscal 1999.......ccccoveenninreeinieieeieneeenns 65.00 20.75 153 0.49
Fiscal 2000........ccccceeuererereieeieieieieieienenns 275.00 22.70 6.30 0.52
Quarterly prices:
Fiscal 1999:
First QUarter.......ccoceeeeeerernierereeieienenns 65.00 32.00 153 0.75
Second QUAITES ... 44.00 32.10 104 0.76
Third Quarter ........ccceeeeeeveeeeeceenne, 35.00 21.55 0.82 0.51
Fourth Quarter..........cocceveevveveenerininnnne, 33.60 20.75 0.79 0.49
Fiscal 2000:
First QUarter.......ccoceeeererernrererernierennnns 38.60 22.70 0.89 0.52
Second QUAES .......ccoevevveereveeeeererenens 45.45 32.00 1.04 0.73
Third QUaIEr .......coevverernrrreerereee 75.00 32.15 172 0.74
Fourth Quarter..........cccceeeveeeceerierenene, 275.00 66.00 6.30 151
Fiscal 2001:
First QUarter........coceeeeeereieieiereeieieienas 279.65 189.70 6.26 4.25
Second Quarter

(through August 31).......ccccceerenenee 234.00 190.00 5.10 414
Monthly prices:
March 2000........cccceereenreinieinreeieninnns 275.00 170.00 6.29 3.89
APril 2000........coonrnirnnnneneneeneneene 279.65 189.70 6.40 434
May 2000 ......cccoeererererniereieinieieieieieieeenns 240.00 194.50 5.38 4.36
JUNE 2000 ..ot 234.25 200.05 5.25 4.48
JUY 2000........conrirneneneneeneeeeeene 234.00 191.00 518 4.23
AUgust 2000.........ccrrrrererireneneneneneeens 216.70 190.00 472 414

(1) Datafrom the NSE. The prices quoted on the BSE and other stock exchanges may be different.

On August 31, 2000, the closing price of equity shares on the NSE was Rs. 194.90 equivalent to US$ 4.25 per
equity share (US$ 8.50 per ADS on an imputed basis) trandated at the noon buying rate of Rs. 45.90 per US$ 1.00
on August 31, 2000.

At August 25, 2000, there were approximately 110,625 holders of record of our equity shares, of which 17 had
registered addressesin the United States and held an aggregate of approximately 201,623 equity shares.
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ADSs

Our ADSs, each representing two equity shares, were originally issued in March 2000 in a public offering and
were listed and traded on the New Y ork Stock Exchange under the symbol IBN. The equity shares underlying the
ADSs have been listed on the Calcutta, Delhi, Madras and Vadodara Stock Exchanges, the BSE and the NSE.

Thefollowing table setsforth, for the periodsindicated, the reported high and low closing prices on the New
York Stock Exchange for the outstanding ADSs traded under the symbol I1BN.

Price per ADS

High Low
Fourth Quarter (from March 28, 2000) ...........cccceeeeeeerreneereeseeeeere e eesre e US$ 15.375 US$ 14.375
Fiscal 2001.:
FIrSt QUAIET ...ttt et st s b e n e 18.75 11.75
Second Quarter (through August 31, 2000).......cccccevereererereernerereeee e 15.125 10.625
Monthly prices:
March 2000 (from March 28, 2000)..........ccccevrermrrrrrrsseseessesesssssssssens 15.375 14.375
E N o 2200 T 18.75 11.75
MY 2000 ......cerrrreriniririrneseneererssssssss s 175 14.875
JUNE 2000 ...ttt 16.5 14.375
JUIY 2000 ... s 15.125 10.75
AUGUSE 2000......c. ettt be e b e s bbb b s e 13.375 11.625

Thelndian Securities M ar ket

Indiahas along history of organized securitiestrading. In 1875, the first stock exchange was established in
Mumbai.

Stock Exchange Regulation

India s stock exchanges are regulated primarily by the Securities and Exchange Board of India, aswell as by the
government of India acting through the Ministry of Finance, Stock Exchange Division, under the Securities
Contracts (Regulation) Act, 1956 and the Securities Contracts (Regulation) Rules, 1957. The Securities Contracts
(Regulation) Rules regulate the recognition of stock exchanges, the qualifications for membership and the manner in
which contracts are entered into and enforced between members.

The main objective of the Securities and Exchange Board of India, which was established by the government of
Indiain February 1992, isto promote the devel opment of and regulate the Indian securities markets and protect the
interests of investors. The Securities and Exchange Board of India may make or amend an exchange' s by-laws and
rules, overrule an exchange' s governing body and withdraw recognition of an exchange. In the past, the Securities
and Exchange Board of India s regulation of market practices was limited. The Securities and Exchange Board of
IndiaAct, 1992 granted the Securities and Exchange Board of India powers to regulate the business of Indian
securities markets, including stock exchanges and other financial intermediaries, promote and monitor self-
regulatory organizations, prohibit fraudulent and unfair trade practices and insider trading, and regul ate substantial
acquisitions of shares and takeovers of companies. The Securities and Exchange Board of India has also issued
guidelines concerning minimum disclosure requirements by public companies, rules and regul ations concerning
investor protection, insider trading, substantial acquisitions of shares and takeovers of companies, buybacks of
securities, employee stock option schemes, stockbrokers, merchant bankers, mutual funds, credit rating agencies and
other capital market participants.

Recently, the Securities Contracts (Regulation) Act has been amended to include derivatives of securities and
instruments of collective investment in the definition of “ securities’. This has been done with aview to develop and
regulate the markets for derivatives. Trading in derivativesis expected to commencein the near future. The
Securities and Exchange Board of Indiaalso set up a committee for the review of Indian securities laws, which has
proposed adraft Securities Bill. The draft Securities Bill, if accepted, will result in asubstantial revision in the laws
relating to securitiesin India. Recently, the Indian Companies Act, 1956 was amended to introduce significant
changes such as alowing buyback of securities, issuance of sweat equity shares, making accounting standards issued
by the Ingtitute of Chartered Accountants of India mandatory and relaxing restrictions on inter-corporate investment
and loans.
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Public I ssuance of Securities

Under the Companies Act, a public offering of securitiesin Indiamust generally be made by means of a
prospectus, which must contain information specified in the Companies Act and be filed with the Registrar of
Companies having jurisdiction over the place where acompany’ s registered office is situated. A company’s
directors and promoters may be subject to civil and criminal liability for misstatementsin a prospectus. The
Companies Act aso setsforth procedures for the acceptance of subscriptions and the allotment of securities among
subscribers and establishes maximum commission rates for the sale of securities.

The Securities and Exchange Board of India has issued detailed guidelines concerning disclosures by public
companies and investor protection. Prior to the repeal of certain rulesin mid-1992, the Controller of Capital |1ssues
of the government of Indiaregulated the prices at which companies could issue securities. The Securitiesand
Exchange Board of Indiaguidelines now permit existing listed companies to price freely their issues of securities,
though the pricing of initial public offeringsis subject to certain restrictions. All new issues governed by the
Securities and Exchange Board of India guidelines are conditional upon aminimum subscription requirement of
90.0% of the securities being issued. However, such minimum subscription clause is not applicable to Development
Financia Institutions. In July 1996, Securities and Exchange Board of Indiarelaxed the foregoing minimum
subscription requirement in the case of “offer for sale” of securities, but introduced regulations which require that
there be aminimum of ten shareholders for every Rs. 100,000 (US$ 2,298) of the nominal value of shares offered to
the public. In the case of public issues, the requirement isfor aminimum of five shareholdersfor every Rs. 100,000
(US$ 2,298) of the nominal vaue of shares offered to the public. Promoters of companies are required to retain a
certain minimum certified holding of equity share capital, which is subject to alock-in for three years. No issuance
of bonus sharesis permitted within 12 months of any public issue or rightsissue.

In 1995, the Securities and Exchange Board of Indiaintroduced guidelines for the issue of equity capital
through the use of the book-building process. These guidelines were modified in October 1997 and again in October
1999. Under the existing guidelines, an issuer hasthe option to book build either 90% or 75% of the net offering to
the public. The balance of the issue isto be offered to the public at the fixed price determined through the book-
building exercise.

Public limited companies are required under the Companies Act to prepare, file with the Registrar of
Companies and circulate to their shareholders audited annual accounts, which comply with the Companies Act’s
disclosure requirements and regulations governing their manner of presentation. In addition, alisted company is
subject to continuing disclosure requirements pursuant to the terms of its listing agreement with the relevant stock
exchange. The Securities and Exchange Board of India has recently notified amendments to the listing agreement
tightening the continual disclosure standards by corporations. Accordingly, companies are now required to publish
unaudited financial statements on aquarterly basis and are required to inform stock exchanges immediately
regarding any stock-price sensitiveinformation. In addition, the listing agreement now requiresthat alimited
review of the accounts at half yearly intervals be undertaken by the auditors.

Listing
Thelisting of securities on arecognized Indian stock exchange is regulated by the Securities Contract Rules.

Under the standard terms of stock exchange listing agreements, the governing body of each stock exchangeis
empowered to suspend trading of or dealing in alisted security for breach of the company’ s obligations under such
agreement, subject to the company receiving prior notice of the intent of the exchange. A listed company can also be
delisted after anotice period of six monthsif the number of public shareholdersfalls below fivefor every Rs.
100,000 nominal value of shares offered to the public or the listed company failsto pay annual listing feesto the
relevant stock exchange. The Securities and Exchange Board of India has recently issued guidelines for
standardizing listing agreements and by-laws of stock exchangesin India. The Securities and Exchange Board of
India proposes to issue additional guidelines, which set out basic listing standards for al stock exchangesin India. In
the event that a suspension of acompany’s securities continues for aperiod in excess of three months, the company
may appeal to the Securities and Exchange Board of Indiato set aside the suspension. The Securities and Exchange
Board of India has the power to veto stock exchange decisionsin thisregard.
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Indian Stock Exchanges

There are 24 stock exchanges in India. These stock exchanges are served by over 9,000 brokers dispersed across
India. Most of the stock exchanges have their governing board for self-regulation.

It isestimated that the six mgjor exchanges, the BSE, the stock exchanges at Ahmedabad, Cal cutta, Chennai and
Delhi, and the NSE, account for more than 90.0% of the market capitalization of listed Indian companies. The BSE
and the NSE account for amajority of trading volumes of securitiesin India. The BSE and NSE together hold a
dominant position among the stock exchanges in terms of number of listed companies, market capitalization and
trading activity.

The Securities and Exchange Board of India has prescribed certain guidelines for the pricing and reporting of
negotiated deals. A negotiated deal refersto atransaction executed at a price not determined through stock exchange
pricing and involving avaue of not lessthan Rs. 2.5 million or avolume of not less than 10,000 shares. Before
these guiddlines were issued, a negotiated deal had to be reported to the stock exchange within 15 minutes from the
time the trade was negotiated or, if such transaction occurred after trading hours, on the following day when the
market opened. However, for greater transparency, the Securities and Exchange Board of India has decided that
negotiated dealswill not be permitted in the existing manner and they have to be executed on the screens of the
exchangesjust like any other normal trade.

There are generally no restrictions on price movements of any security on any given day. However, to restrict
abnormal price volatility, the Securities and Exchange Board of Indiainstructed stock exchanges to implement daily
circuit breakers which do not alow transactions at prices different by more than 8.0% of the previous closing price
for shares quoted at Rs. 20 or more. The Securities and Exchange Board of India has recently instructed stock
exchangesto relax the circuit breakers by afurther 8.0% after half an hour from the time prices reach the limit of
8.0%. It has allowed stock exchangesto fix circuit breakers for shares quoted at prices up to Rs. 20. Further, margin
requirements are also imposed by stock exchanges that are required to be paid at rates fixed by the stock exchanges.
The Indian stock exchanges can also exercise the power to suspend trading during periods of market volatility.

A settlement cycleis an account period for the securities traded on a stock exchange. At the end of the period,
obligations are settled, i.e., buyers of securities pay for and receive securitieswhile sellers deliver securitiesand
receive payment for them. The obligations are settled on anet basis, i.e., if some security is both purchased and sold
in the same settlement cycle then only the net quantity of securitiesis delivered or received and the net amount of
funds paid or received. Typicaly, the length of the settlement period is five business days. The Securitiesand
Exchange Board of India has specified 163 shares that were to be settled by rolling settlement from May 21, 2000.
Under rolling settlement, the length of the settlement period is one day.

In December 1993, the Securities and Exchange Board of India announced aban on forward trading on the
Ahmedabad, Calcuttaand Delhi stock exchanges and the BSE in order to contain excessive speculation, protect the
interests of investors and regulate the stock market. All transactions thereafter were required to be for payment and
delivery.

In October 1995, the Securities and Exchange Board of India announced the introduction of a modified forward
trading system to enable buyers and sellersto defer the settlement of their obligationsto the following settlement
cycle. This system began on the BSE for select sharesin January 1996. The new system segregates trades into
different categories, namely, carry-forward, delivery and jobbing, with different identification numbers of the
various trades. The Securities and Exchange Board of India has appointed a committee to recommend rules and
procedures for a carry forward mechanism under the rolling settlement. This committee has recently submitted its
report. Once the revised carry forward mechanism is approved, rolling settlement will also be applicable for shares
in the carry forward list.

In 1992, the Securities and Exchange Board of India promulgated rules and regulations that prescribe conditions
for registration of stockbrokers. A stockbroker may not buy, sell or deal in securities except pursuant to a certificate
granted by the Securities and Exchange Board of India. The regulations also prescribe abroker code of conduct and
rulesfor the fair treatment of investors by brokers, the procedures for registration, the payment of registration fees,
maintenance of appropriate books and records and the right of inspection of the books of the stockbrokers by the
Securities and Exchange Board of India. Broker liability in cases of default extends to suspension or cancellation of
the broker’ s registration. The Securities and Exchange Board of India has issued registration certificates to over
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9,000 stockbrokers who are members of various stock exchangesin India. Before these regulations, stockbrokers
were required to be registered only with the stock exchanges of which they were members. The Securities and
Exchange Board of Indiaregulations introduced the concept of dual registration of stockbrokers with the Securities
and Exchange Board of Indiaand the stock exchanges, and brought the brokers under regulation for the first time.

The Securities and Exchange Board of India has enforcement powers over secondary market participants for
violation of any provisions of the Securities and Exchange Board of India Act, 1992, or breach of the rules and
regulations of the Securities and Exchange Board of India. The Securities and Exchange Board of India may also
take enforcement actions for violations of the Securities Contract Act or rules made thereunder and rules, regulations
and by-laws of the stock exchanges.

National Stock Exchange or NSE

In April 1993, the government of India gave the final clearance for the setting up of the NSE at Mumbai. The
NSE was established by financia institutions and banks, with the Industrial Development Bank of India as the
coordinating agency. The NSE serves as anational exchange, providing nationwide on-line satellite-linked screen+
based trading facilities with market makers and electronic clearing and settlement. The principal aim of the NSE is
to enableinvestorsto buy or sell securities from anywhere in India, serving as a national market for securities,
including government securities, debentures, public sector bonds and units. Deliveries for trades executed "on
market" are exchanged through the National Securities Clearing Corporation Limited. Asin the case with the BSE,
negotiated or off-market trades are reported to the NSE orHine. Since June 30, 2000, screen-based paperlesstrading
and settlement has been possible through the NSE in 333 citiesin India. The NSE has about 6,839 trading terminals
acrossthe country.

Trading in government securities, public sector bonds and units commenced on the NSE in July 1994 and
trading in equities of 200 large companies started in November 1994. The average daily traded value of the capital
market segment rose from approximatey Rs. 70 million in November 1994 to approximately Rs. 54.3 billion in June
2000. The NSE has 890 trading members on the capital market segment and 96 trading members on the wholesale
debt market segment. At October 31, 1999, 685 securities were listed and 572 securities were permitted to trade on
the capital market segment. On the wholesale debt market segment, 797 securities were listed and 517 securities
were permitted to trade at October 31, 1999. The NSE launched the NSE 50 Index, now known as S& P CNX
NIFTY, on April 22, 1996 and the Mid-cap index on January 1, 1996. The securitiesin the S& P CNX NIFTY are
highly liquid. In May 1998, IndiaIndex Services and Products Limited (11SL) was launched as ajoint venture
between the NSE and Credit Rating and I nformation Services of India Limited with the objective of providing
index-related services and products for the capital markets. 11SL has a consulting agreement with Standard & Poor's,
theworld'sleading provider of equity indices, for co-branding 11SL's equity indices. The market capitalization of the
NSE at June 30, 2000 was approximately Rs. 8.5 trillion. With awide network in major metropolitan cities, screen
based trading, central monitoring system and greater transparency, the NSE has lately recorded high volumes of
trading. The volume of trading on the NSE now generally exceeds that on the BSE.

The NSE has set up adisaster recovery site at Puneto enable it to commence normal business operations within
avery short time frame should a disaster occur.

The clearing and settlement operations of the NSE are managed by itswholly owned subsidiary, the National
Securities Clearing Corporation. A key factor in the growth of the NSE has been the short and tight settlement
cyclesthat have operated since its commencement. The National Securities Clearing Corporation operates awell-
defined settlement cycle and there has been no deviation or deferment from this cycle. The NSE provides afecility
for multiple settlement mechanismsincluding an account period settlement in regular market sub-segment dealing in
physical securities and rolling settlement—normal (lot size one) and rolling settlement—normal (marketable lots) in
book-entry sub-segment.

The account period cycle starts every Wednesday and ends on a Tuesday with the pay in of securities on the
next Monday, pay-in of funds on the next Tuesday and pay-out of funds and securities on the next Wednesday. The
settlement in the book-entry sub-segment is conducted on the next Tuesday. The settlement is completed within
eight days of the last day of the trading cycle. Therolling settlement istypically on a T+5 working day basis, trades
taking place on Monday will be settled on the next Monday. All settlements for securities are through the clearing
housein the case of physical settlement and through the depositary in the case of book entry sub-segment. Funds
settlement takes place through designated clearing banks. Deals on the book-entry sub-segment are settled through
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the depositary. The Nationa Securities Clearing Corporation Limited interfaces with the depositary on the one hand
and the clearing banks on the other to provide delivery versus payment settlement for depositary enabled trades.

BSE

The BSE, the oldest stock exchange in India, was established in 1875. It has evolved over the yearsinto its
present status as the premier stock exchange of India. The BSE switched over to onlinetrading (BOLT) in May
1995. At June 30, 2000, the BSE had 680 members, comprising 229 individual members, 430 Indian companies, 20
foreign brokers and one composite corporate member. Only amember of the BSE has the right to trade in the stocks
listed on the BSE.

At June 30, 2000, the estimated market capitalization of stocks trading on the BSE was Rs. 7.9 trillion. The
average daily turnover on the BSE has a so shown a significant increase from approximately Rs. 67 millionin
January 1987 to approximately Rs. 39.2 billion in June 2000. At June 30, 2000, the BSE had 1,544 trading work-
stations in 276 cities across the country. The BSE has Securities Exchange Board of India approval to expand its
BOLT ortline trading network to 424 cities.

Until 1995, brokers and members of the BSE received individual orders from which any cross-orders were
matched and taken off. The balance of the orders was transmitted to the trading floor for execution in an open outcry
system. The BSE has now introduced its BOLT online trading system on the exchange. The enhanced transparency
in dealings due to implementation of BOLT has assisted considerably in smoothening settlement cycles and
improving efficiency in back office work. From July 3, 1995, all listed shares were transferred to BOLT.

At June 30, 2000, there were 5,886 listed companies trading on the BSE. Shares on the BSE are classified into
A, B1, B2 and Z groups. All the groups follow a seven-day (five working day) trading period commencing every
Monday and ending every Friday. All groups settle funds and securities through the BSE clearing house. For the A
group of shares, forward trading and custodial settlement are permitted. For the B1 group of shares, custodial
settlement is permitted but forward trading is not permitted. For the B2 group of shares, neither forward trading nor
custodial settlement is permitted. The Z group includes thosecompanies who have not fulfilled the listing guidelines
or have not paid listing fees. Our equity sharesareinthe A group.

The trading period for al group shares lasts from Monday to Friday. The trades are normally settled by the
broker's net payment to the BSE clearing house for securities on the following Thursday and the broker's delivery of
securities to the BSE clearing house on the same Thursday and, in the case of overflow of securities, on Friday. The
BSE clearing house then makes payments and delivers securities to the brokers on the following Monday. All
shortagesin delivery are compulsorily auctioned by the clearing house. The auction system is fully computerized
and has been following a closed-bid system. For payments, the bank accounts of the brokers are maintained with the
designated clearing banks which are debited or credited on the specified days.

The maximum commission charged by brokers for trading equitiesis 2.5% of the transaction value but, in
practice, commissions are normally in the range of 0.5% to 2.0%. The 1994 budget imposed a5.0% service tax on
brokerage commissions.

Thefollowing two indices are generally used in tracking the aggregate price movements on the BSE.

The BSE Sensitive Index (Sensex) consists of the listed shares of 30 large market capitalization companies
from the A group, including ICICI. The companies were selected on the basis of market capitalization,
liquidity and the need for sectoral representation. The BSE Sensitive Index was first compiled in 1986 with
fiscal 1979 asits base year. Thisisthe most commonly used index in India. Our shares are now included in
thisindex.

The BSE 100 Index (formerly the BSE National Index) consists of the listed shares of 100 companies
including the 30 in the BSE Sensitive Index. The BSE 100 Index was introduced in January 1986 with
fiscal 1984 asits base year.
I nter net-Based Securities Trading and Services
The Securities and Exchange Board of India has recently alowed Internet-based securities trading under the
existing legal framework. The regulations allow the Internet to be used as an order routing system through stock
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brokers registered with the Securities and Exchange Board of India on behalf of clients for executing tradeson a
recognized stock exchangein India. Stock brokersinterested in providing this service are required to apply for
permission from the respective stock exchange and also must comply with certain minimum conditions stipulated by
the Securities and Exchange Board of India. Given the limited life of these new regulationsto date, it is possible that
these regulations will continue to evolve in the future.

Takeover Code

Disclosure and mandatory bid obligations under Indian law are governed by the Securities and Exchange Board
of India (Substantial Acquisition of Shares and Takeovers) Regulations, 1997 (the "Takeover Code") which
prescribes certain thresholds or trigger pointsthat give rise to these obligations. The Takeover Code is under
constant review by the Securities and Exchange Board of India and was recently amended.

The most important features of the Takeover Code, as amended, are as follows:

Any acquirer (meaning a person who, directly or indirectly, acquires or agreesto acquire shares or voting rights
in acompany, either by himself or with any person acting in concert) who acquires shares or voting rights that
would entitle him to more than 5.0% of the shares or voting rightsin acompany is required to disclose the aggregate
of his shareholding or voting rightsin that company to the company (which in turn is required to disclose the same
to each of the stock exchanges on which the company's shares are listed) within four working days of (a) the receipt
of allotment information or (b) the acquisitions of shares or voting rights, asthe case may be.

A person who holds more than 15.0% of the shares or voting rightsin any company is required to make
annual disclosure of his holdings to that company (which in turnis required to disclose the same to each of
the stock exchanges on which the company's shares are listed).

Promoters or personsin control of acompany are a so required to make annual disclosure of their holdings
in the same manner.

An acquirer cannot acquire shares or voting rights which (taken together with existing sharesor voting
rights, if any, held by him or by persons acting in concert with him) would entitle such acquirer to exercise
15.0% or more of the voting rightsin a company, unless such acquirer makes a public announcement
offering to acquire afurther 20.0% of the shares of the company.

An acquirer who, together with persons acting in concert with him, holds between 15.0% and 75.0% of the
shares cannot acquire additional shares or voting rights that would entitle him to exercise afurther 5.0% of
the voting rightsin any period of 12 months unless such acquirer makes a public announcement offering to
acquire afurther 20.0% of the shares of the company.

Any further acquisition of shares or voting rights by an acquirer who holds 75.0% of the shares or voting
rightsin a company triggers the same public announcement requirements.

In addition, regardless of whether there has been any acquisition of shares or voting rightsin a company, an
acquirer acting in concert cannot directly or indirectly acquire control over acompany (for example, by
way of acquiring the right to appoint a mgjority of the directors or to control the management or the policy
decisions of the company) unless such acquirer makes a public announcement offering to acquire a
minimum of 20.0% of the shares of the company.

~ The Takeover Code sets out the contents of the required public announcements as well as the minimum offer
price.

The Takeover Code permits conditional offers as well as the acquisition and subsequent delisting of all shares
of acompany and provides specific guidelines for the gradual acquisition of shares or voting rights. Specific
obligations of the acquirer and the board of directors of the target company in the offer process have aso been set
out. Acquirers making a public offer are also required to deposit in an escrow account a percentage of the total
consideration which amount will be forfeited in the event that the acquirer does not fulfill his obligations. In
addition, the Takeover Code introduces the "chain principle" by which the acquisition of a holding company will
obligate the acquirer to make a public offer to the shareholders of each subsidiary company which islisted.
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The genera requirements to make such a public announcement do not, however, apply entirely to bail-out
takeovers when a promoter (i.e., a person or personsin control of the company, persons named in any offer
document as promoters and certain specified corporate bodies and individuals) istaking over afinancially weak
company but not a"sick industrial company" pursuant to a rehabilitation scheme approved by a public financial
institution or a scheduled bank. A "financially weak company" is a company which has at the end of the previous
financial year accumulated losses, which have resulted in erosion of more than 50.0% but |ess than 100.0% of the
total sum of its paid up capital and free reserves at the end of the previous financial year. A "sick industrial
company" is acompany registered for more than five years which has at the end of any financial year accumulated
losses equal to or exceeding its entire net worth.

The Takeover Code does not apply to certain specified acquisitionsincluding the acquisition of shares (i) by
alotment in apublic, rights and preferential issue, (ii) pursuant to an underwriting agreement, (iii) by registered
stockbrokersin the ordinary course of business on behaf of clients, (iv) in unlisted companies, (v) pursuant to a
scheme of reconstruction or amalgamation or (vi) pursuant to a scheme under Section 18 of the Sick Industria
Companies (Specia Provisions) Act, 1985. The Takeover Code does not apply to acquisitionsin the ordinary course
of business by public financial institutions such as ICICI either on their own account or as a pledgee. In addition, the
Takeover Code does not apply to the acquisition of ADSs so long as they are not converted into equity shares.

Depositaries

In August 1996, the Indian Parliament enacted the Depositaries Act, 1996 which provides alega framework for
the establishment of depositariesto record ownership details and effectuate transfers in book-entry form. The
Securities and Exchange Board of India passed the Securities and Exchange Board of India (Depositaries and
Participants) Regulations, 1996 which provides for the formation of such depositaries, the registration of participants
aswell astherights and obligations of the depositaries, participants and the issuers. Every depositary has to register
with the Securities and Exchange Board of India. Pursuant to the Depositaries Act, the National Securities
Depository Limited was established by the Unit Trust of India, the Industrial Development Bank of Indiaand the
NSE in 1996 to provide electronic depositary facilities for trading in equity and debt securities. The National
Securities Depository Limited, which commenced operationsin November 1996, was the first depositary in India.
Another depositary, the Central Depository Services Limited, established by the BSE has commenced operations
since July 15, 1999. The depositary system has significantly improved the operations of the Indian securities
markets.

Trading of securitiesin book-entry form commenced in December 1996 and was available for securities of 865
companiesin June 2000. In order to encourage *‘ dematerialization’’ of securities, the Securities and Exchange
Board of India has set up aworking group on demateriaization of securities comprising foreign institutional
investors, custodians, stock exchanges, mutual funds and the National Securities Depository Limited to review the
progress of securities and trading in dematerialized form and to recommend scrips for compulsory dematerialized
trading in a phased manner. Accordingly, commencing January 1998, the Securities and Exchange Board of India
has notified scrips of various companies for compulsory dematerialized trading by certain categories of investors
such asforeign institutional investors and other ingtitutional investors and has also notified compulsory
dematerialized trading in specified scrips for all retail investors. The Securities and Exchange Board of India
proposes to increase the number of scripsin which dematerialized trading is compulsory for al investors
significantly in the near future. The Securities and Exchange Board of India has also provided that the issue and
allotment of sharesin public, rights or offer for sale offerings after a specified date to be notified by the Securities
and Exchange Board of India shall only be in dematerialized form and an investor shall be compulsorily required to
open a depositary account with a participant.

However, even in case of scrips notified for compul sory dematerialized trading, investors, other than
institutional investors, are permitted to trade in physical shares on transactions outside the stock exchange where
there are no requirements of reporting such transactions to the stock exchange and transactions on the stock
exchange involving lots less than 500 securities.

138



RESTRICTION ON FOREIGN OWNERSHIP OF INDIAN SECURITIES

Indiastrictly regulates ownership of Indian companies by foreigners. Foreign investment in Indian securities,
including the equity shares represented by the ADSs, is generally regulated by the Foreign Exchange Management
Act, 1999, which permits transactions involving the inflow or outflow of foreign exchange and empowersthe
Reserve Bank of Indiato prohibit or regulate such transactions.

The Foreign Exchange Management Act permits most transactions involving foreign exchange except those
prohibited or restricted by the Reserve Bank of India. The Foreign Exchange Management Act has eased
restrictions on current account transactions. However, the Reserve Bank of India continues to exercise control over
capital account transactions (i.e., those which alter the assets or liabilities, including contingent liabilities, of
persons). The Reserve Bank of India has issued regulations under the Foreign Exchange Management Act to
regulate the various kinds of capital account transactions, including certain aspects of the purchase and issuance of
shares of Indian companies.

The Reserve Bank of India has recently issued a notification under the provisions of the Foreign Exchange
Management Act relaxing the requirement of prior approva for an Indian company making an ADS issue provided
that theissuer iseligible to issue ADSs pursuant to guidelines issued by the Ministry of Finance and hasthe
necessary approva from the Foreign Investment Promotion Board.

Under the foreign investment rules, there are four applicable restrictions on foreign ownership:

Under the foreign direct investment route, foreign investors may own equity shares of ICICI Bank only
with the approval of the Foreign Investment Promotion Board; this approval is granted on a case-by-
case basis except, as discussed immediately below, where the investment is by acquisition of ADSs or
GDRs;

Under the Issue of Foreign Currency Convertible Bonds and Equity Shares (through Depositary
Receipt Mechanism) Scheme, 1993, foreign investors may purchase ADSs or GDRs, subject to the
recei pt of all necessary government approvals at the time the depositary receipt program is set up;

Under the portfolio investment route, foreign institutional investors, subject to registration with the
Securities and Exchange Board of India and the Reserve Bank of India, may be permitted to own in the
aggregate up to an additional 24.0% of 1CICI Bank's equity shares that are not represented by ADSs or
GDRs; no single foreign institutional investor may own more than 10.0% of 1CICI Bank's equity
shares;

Nontresident Indians and corporate bodies predominantly owned by non-resident |ndians may own up
to 10.0% of ICICI Bank's equity shares; no single non-resident Indian or corporate body predominantly
owned by non-resident Indians may own more than 5.0% of ICICI Bank's total equity shares.

We obtained the approval of the Foreign Investment Promotion Board for the recent ADS offering in March
2000 which was aforeign direct investment. Under the guidelinesissued by the Indian government relating to
foreign direct investment in a banking company, non-resident Indians, inclusive of foreign investors, are allowed to
invest up to 40.0% of the bank’ s equity capital. Out of this 40.0%, foreign investment of up to 20.0% is permitted by
foreign banking companies or finance companies. The Reserve Bank of India has confirmed to usthat portfolio
investment in the secondary market in India by foreign ingtitutional investors and non-resident Indians described
aboveis not included in the above limit of 40.0%.

Asof March 31, 2000, foreign investors owned approximately 20.0% of 1CICI Bank’s equity in total, of which
16.2% was through the ADS program.

Asan investor in ADSs, you do not need to seek the specific approva from the government of Indiato
purchase, hold or dispose of your ADSs. In our ADS offering, we obtained the approval of the Department of
Company Affairs and the relevant stock exchanges.

Equity shares which have been withdrawn from the depositary facility and transferred on our register of
shareholders to a person other than the depositary or its nominee may be voted by that person. However, you may
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not receive sufficient advance notice of shareholder meetings to enable you to withdraw the underlying equity shares
and vote at such meetings.

Notwithstanding the foregoing, if aforeign institutional investor, non-resident Indian or overseas corporate
body were to withdraw its equity shares from the ADS program, itsinvestment in the equity shares would be subject
to the general restrictions on foreign ownership noted above and may be subject to the portfolio investment
restrictions, including the 10-24.0% portfolio investment limitations, and the 5-10.0% non-resident Indian limitation.
The application of these limitations, however, is not clear. Secondary purchasesof securities of Indian companiesin
India by foreign direct investors or investments by non-resident Indians, persons of Indian origin, overseas corporate
bodies and foreign institutional investors above the ownership levels set forth above require government of India
approval on a case-by-case basis. It is unclear whether similar case-by-case approvals of ownership of equity shares
withdrawn from the depositary facility by foreign institutional investors, non-resident Indians and overseas
corporate bodies would be required.

Further, if you withdraw your equity shares from the ADS program and your direct or indirect holding in us
exceeds 15.0% of our total equity (under the Takeover Code), you would be required to make a public offer to the
remaining shareholders. If you withdraw your equity shares from the depositary facility, you will not be able to
redeposit them with the depositary.

If you wish to sell the equity shares withdrawn from the depositary facility, you will be required to receive the

prior approval of the Reserve Bank of India, unlessthe saleis on astock exchange or in connection with an offer
under the Takeover Code.
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PRINCIPAL SHAREHOLDERS

Thefollowing table sets forth certain information regarding the ownership of our equity shares, at March 31,
2000.

Per centage of
total equity shares Number of equity
outstanding shares held
L2 O TSSOSO 62.2% 122,505,800
UNit TrUSE Of INGIBL. ...ecveiecieireecte e 3.3 6,537,049
Other Indian institutional investorsand corporate bodies...........cccocvvuvenene. 5.1 9,937,709
Individual domestic INVESLOrS(2)......ccovverieerrereriererererieree s ree s sseseseseneesenes 9.3 18,417,179
Foreign institutional investors, forel 3n banks, overseas corporate bodies
and non-resident Indians excluding Bankers Trust Company, as
EPOSITANY ... 39 7,602,963
Bankers Trust Company, aS depOSItary ........cccceeeereererereinreeresessnssresesesnnns 16.2 31,818,180

100.0% 196,818,880

(1) Under the Indian Banking Regulation Act, no person holding shares in a banking company can vote more than
10.0% of the outstanding equity shares. This meansthat while ICICI owns 62.2% of our equity shares, it can
only vote 10.0% of our equity shares. Similarly, Bankers Trust Company (as depositary), which owns 16.2% of
our equity shares, can only vote 10.0% of our equity shares. Dueto thisvoting restriction, and the fact that no
other shareholder owns 10.0% or more of our outstanding equity shares, ICICI and Bankers Trust Company
effectively controls 24.0% each of the voting power of our outstanding equity shares.

(2) Executive officersand directors as agroup held less than 0.01% of our equity shares at March 31, 2000.
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DIVIDENDS

Under Indian law, a company pays dividends upon arecommendation by its board of directors and approval by
amagjority of the shareholders at the annual general meeting of shareholders held within six months of the end of
each fiscal year. The shareholders have the right to decrease but not increase the dividend amount recommended by
the board of directors. Dividends may be paid out of company profitsfor the fiscal year in which the dividend is
declared or out of undistributed profits of prior fiscd years. We have paid dividends consistently every year since
fiscal 1996, the second year of our operations.

Thefollowing table setsforth, for the periodsindicated, the dividend per equity share and the total amount of
dividends paid on the equity shares, both exclusive of dividend tax.

Dividend per Total amount of
equity share dividends paid
(in millions)

For fiscal year
1996 Rs.0.80 Rs.117
1997 1.00 150
1998 1.00 162
1999 1.20 198
2000 150 247

Until fiscal 1997, investors wererequired to pay tax on dividend income. From fiscal 1998, dividend income
was made tax-exempt. However, al companies were required to pay a 10% tax on distributed profits. From fiscal
1999, thistax rate rose to 11% because of a 10% surcharge imposed on al taxes by the government. The
government of India’ s budget for fiscal 2001 raised thistax to 22.0% (including surcharge) for dividend distribution
subsequent to May 2000.

Future dividends will depend upon our revenues, cash flow, financia condition and other factors. As an owner
of ADSs, you will be entitled to receive dividends payable in respect of the equity shares represented by such ADSs
except for fiscal 2000 as stated in prospectus to the recent ADS Issue. The equity shares represented by ADSs rank
pari passu with existing equity shares. At present, we have equity sharesissued in Indiaand equity shares
represented by ADSs.

With respect to equity sharesissued by us during a particular fiscal year, dividends declared and paid for such
fiscal year generally are prorated from the date of issuance to the end of such fiscal year.

Before paying any dividend on our shares, we are required under the Indian Banking Regulation Act to write off
all capitalized expenses (including preliminary expenses, organization expenses, share-selling commission,
brokerage, amounts of lossesincurred or any other item of expenditure not represented by tangible assets). Before
declaring dividends, we are required to transfer at least 20.0% of the balance of profits of each year to areserve
fund. The government of Indiamay, however, on recommendation of the Reserve Bank of India, exempt usfrom
such requirement. We require prior approval from the Reserve Bank of Indiato pay a dividend of more than 25.0%
of the par value of our shares. We also require prior approva from the Reserve Bank of Indiato pay aninterim
dividend.

We have no agreement with ICICI regarding the payment of dividends by usto ICICI or the contribution of
capital by ICICI to usfor maintenance of our minimum capital adequacy ratio. Any declaration or payment of a
dividend by usto ICICI would have to be approved by our board of directors and shareholders, and if the dividend is
in excess of 25.0% of the par value of our shares, we would have to abtain prior approval from the Reserve Bank of
India. Pursuant to the Banking Regulation Act, ICICI, though holding more than 10.0% of our share capital, has
voting power equal to only 10.0% of our outstanding equity shares.

Under our dividend policy we intend to pay every year as dividend 25% to 30% of our profit after tax under
Indian GAAP subject to necessary approval. The board may review this dividend payout from timeto time.

For adescription of the tax consequences of dividends paid to our shareholders, see “ Taxation — Indian Tax —
Taxation of Distributions’.
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TAXATION
Indian Tax

The following discussion of Indian tax consequences for investorsin ADSs and equity shares received upon
redemption of ADSswho are not resident in Indiawhether of Indian origin or not is based on the provisions of the
Indian Income-Tax Act, 1961, including the specia tax regime for ADSs contained in Section 115AC, which has
recently been extended to cover additional ADSsthat an investor may acquire in an amalgamation or restructuring
of the company, and certain regulations implementing the Section 115AC regime. The Indian Income Tax Act is
amended every year by the Finance Act of the relevant year. Some or al of the tax conseguences of the Section
115AC regime may be amended or maodified by future amendments to the Indian Income Tax Act.

The summary is not intended to constitute a complete analysis of the tax consequences under Indian law of the
acquisition, ownership and sale of ADSs and equity shares by non-resident investors. Potential investors should,
therefore, consult their own tax advisers on the tax consequences of such acquisition, ownership and sale, including
specifically the tax consequences under Indian law, the law of the jurisdiction of their residence, any tax treaty
between India and their country of residence, and in particular the application of the regulations implementing the
section 115 AC regime.

Residence

For the purpose of the Income Tax Act, an individua isaresident of Indiaduring any fiscal year, if he (i) isin
Indiain that year for 182 days or more or (ii) having within the four years preceding that year beenin Indiafor a
period or periods amounting in al to 365 days or more, isin Indiafor period or periods amounting in al to 60 days
or morein that year. The period of 60 daysis substituted by 182 daysin case of Indian citizen or person of Indian
origin who being resident outside India comes on avisit to India during the financial year or an Indian citizen who
leaves Indiafor the purposesof his employment during the financial year. A company isresident in Indiain any
fiscal year if it isregistered in Indiaor the control and management of its affairsis situated wholly in Indiain that
year. A firm or other association of personsisresident in India except where the control and the management of its
affairs are situated wholly outside India.

Taxation of Distributions

Dividend distributed will not be subject to tax in the hands of the shareholders. Consequently, withholding tax
on dividends paid to sharehol ders does not apply. However, if dividends are declared, the company isrequired to
pay a 22.0% tax on distributable profits

Taxation on Redemption of ADSs

The acquisition of equity shares upon aredemption of ADSs by anon-resident investor will not giveriseto a
taxable event for Indian tax purposes.

Taxation on Sale of Equity Sharesor ADSs

Any transfer of ADSs or equity shares outside India by anon-resident investor to another non-resident investor
does not give rise to Indian capital gainstax.

Subject to any relief under any relevant double taxation treaty, again arising on the sale of an equity shareto a
resident of Indiaor wherethe saleis madeinside Indiawill generally giveriseto aliability for Indian capital gains
tax. Such tax isrequired to be withheld at source. Where the equity share has been held for more than 12 months
(measured from the date of advice of redemption of the ADS by the Depositary), the rate of tax is 11.0%. Where the
equity share has been held for 12 months or less, the rate of tax varies and will be subject to tax at normal rates of
income-tax applicable to nortresidents under the provisions of the Indian Income Tax Act, subject to a maximum of
48.0% in the case of foreign companies. The actual rate depends on a number of factors, including without limitation
the nature of the non-resident investor. During the period the underlying equity shares are held by non-resident
investors on atransfer from the Depositary upon redemption of ADRS, the provisions of the Avoidance of Double
Taxation Agreement entered into by the government of Indiawith the country of residence of the non-resident
investors will be applicablein the matter of taxation of any capital gain arising on atransfer of the equity shares.
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The double taxation treaty between the United States and India does not provide US residents with any relief from
Indian tax on capital gains.

For purposes of determining the amount of capital gains arising on asale of an equity share for Indian tax
purposes, the cost of acquisition of an equity share received upon redemption of an ADSwill be the price of the
share prevailing on the BSE or the NSE on the date on which the depositary advises the custodian of such
redemption, not the acquisition cost of the ADS being redeemed. The holding period of an equity share received
upon redemption of an ADS will commence from the date of advice of redemption by the depositary. The exact
procedures for the computation and collection of Indian capital gainstax are not settled.

Rights

Distribution to non-resident holders of additional ADSs or equity shares or rights to subscribe for equity shares
made with respect to ADSs or equity shares are not subject to tax in the hands of the non-resident holder.

It is unclear asto whether capital gain derived from the sale of rights by anon-resident holder not entitled to
exemption under atax treaty to another norntresident holder outside Indiawill be subject to Indian capital gainstax.
If rights are deemed by the Indian tax authorities to be situated within India, as our situsisin India, the gains
realized on the sale of rightswill be subject to customary Indian taxation as discussed above.

Stamp Duty

Upon the issuance of the equity shares underlying the ADSs, we are reguired to pay a stamp duty of 0.1% per
share of theissue price. A transfer of ADSsis not subject to Indian stamp duty. Normally, upon the acquisition of
equity sharesfrom the depositary in exchange for ADSs representing such equity sharesin physical form, an
investor would be liable for Indian stamp duty at the rate of 0.5% of the market value of the equity shares at the date
of registration. Similarly, a sale of equity shares by an investor would also be subject to Indian stamp duty at the rate
of 0.5% of the market value of the equity shares on the trade date, although customarily such tax is borne by the
transferee, that is, the purchaser. However, our equity shares are compulsorily deliverable in dematerialized form
except for trades up to 500 sharesonly which may be for delivery in physical form. Under Indian stamp law, no
stamp duty is payable on the acquisition or transfer of equity sharesin dematerialized form.

Other Taxes

At present, there are no taxes on wedlth, gifts and inheritance which may apply to the ADSs and underlying
equity shares.

Service Tax

Brokerage or commissions paid to stockholdersin connection with the sale or purchase of sharesis subject to a
servicetax of 5.0%. The stockbroker isresponsible for collecting the service tax and paying it to the relevant
authority.

United States Tax

The following discussion describes certain US federal income tax consequences of the acquisition, ownership
and sale of ADSsthat are generally applicable to USinvestors. For these purposes, you are an US investor if you
are:

acitizen or resident of the United States under US federal income tax laws,

acorporation organized under the laws of the United States or of any political subdivision of the United
States; or

an estate or trust the income of which isincludable in grossincome for US federal income tax purposes
regardless of itssource.

This discussion only appliesto ADSsthat you own as capital assets.
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This discussion assumes that we are not a passive foreign investment company. Please see the discussion under
“Passive Foreign Investment Company Rules’ below.

Please note that this discussion does not discuss al of the tax consequences that may be relevant in light of your
particular circumstances. In particular, it does not address investors subject to specid rules, including:

insurance companies;
tax-exempt entities;
dedlersin securities;
financial institutions;

persons who own the ADSs as part of an integrated investment (including a straddle, hedging or conversion
transaction) comprised of the ADS, and one or more other positions for tax purposes;

persons whose functional currency is not the US dollar; or
persons who own, actually or constructively, 10.0% or more of our voting stock.

Thisdiscussion is based on the tax laws of the United States currently in effect (including the Internal Revenue
Code of 1986, as amended, referred to as “the Code”), Treasury Regulations, Revenue Rulings and judicial
decisions. These laws may change, possibly with retroactive effect.

For US federal income tax purposes, if you own an ADS, you will generally be treated as the owner of the
equity shares underlying the ADS.

Please consult your tax advisor with regard to the application of the US federal incometax lawsto the ADSsin
your particular circumstances, including the passive foreign investment company rules described below, aswell as
any tax consequences arising under the laws of any state, local or other taxing jurisdiction.

Taxation of Dividends

Dividends you receive on the ADSs, other than certain pro rata distributions of common shares or rightsto
acquire common shares or ADSs, will generally constitute foreign source dividend income for US federal income
tax purposes. The amount of the dividend you will be required to include inincome will equal the US dollar value of
the rupees, calculated by reference to the exchange rate in effect on the date the payment is received by the
depositary, regardless of whether the payment is converted into US dollars. If you realize gain or loss on asale or
other disposition of rupees, it will be US source ordinary income or loss. Y ou will not be entitled to claim a
dividends-received deduction for dividends paid by ICICI Bank.

Taxation of Capital Gains

Y ou will recognize capital gain or lossfor U.S. federal income tax purposes on the sale or exchange of ADSsin
the same manner as you would on the sale or exchange of any other shares held as capital assets. The gain or loss
will generaly be U.S. source income or loss. Y ou should consult your own tax advisorsabout the treatment of
capital gains, which may be taxed at lower rates than ordinary income for non-corporate taxpayers, and capital
losses, the deductibility of which may be limited.

Passive Foreign I nvestment Company Rules

Based upon proposed Treasury regulations, which are proposed to be effective for taxable years after
December 31, 1994, ICICI Bank does hot expect to be considered a passive foreign investment company. In general,
aforeign corporation is a passive foreign investment company for any taxable year in which (i) 75.0% or more of its
gross income consists of passiveincome (such as dividends, interest, rents and royalties) or (ii) 50.0% or more of the
average quarterly value of its assets consists of assets that produce, or are held for the production of, passive income.
ICICI Bank has based the expectation that it is not a passive foreign investment company on, among other things,
provisionsin the proposed regulations that provide that certain restricted reserves (including cash and securities) of
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banks are assets used in connection with banking activities and are not passive assets, aswell as the composition of
ICICI Bank’sincome and ICICI Bank’ s assets from time to time. Since there can be no assurance that the proposed
regulations will be finalized in their current form, and the composition of income and assets of 1CICI Bank will vary
over time, there can be no assurance that | CICI Bank will not be considered a passive foreign investment company
for any fiscal year. If ICICI Bank is a passive foreign investment company at any time that you own ADSSs,

you may be subject to additional taxes and interest charges on certain dividends and on any gain recognized

on the disposition of the shares. Thistax isassessed at the highest tax rate applicable for corporate or
individual taxpayersfor the relevant periods; and

you will be subject to additional US tax filing requirements for each year that you hold the shares.

Please consult your tax advisors about the possibility that ICICI Bank will be a passive foreign investment
company and the rules that would apply to you if ICICI Bank were.
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USE OF PROCEEDS

Pursuant to our Registration Statement on form F-1 (File No. 333-30132), which was declared effective by the
Securities and Exchange commission on March 28, 2000, we registered $125 million of its equity shares, par value
Rs. 10 per share, each represented by 0.5 ADSs, and offered and sold 15,909,090 ADSs, each representing two
equity shares, at the public offering price of US$ 11.00 per ADS or aggregating USR 174,999,990. We received net
proceeds of US$ 166,949,990 from the sale of these ADSs, after deducting the underwriting discount and actual

offering expenses of US$ 8,050,000. Thejoint global coordinators of this offering were Merrill Lynch (Singapore)
Pte. Ltd. and Morgan Stanley & Co. International Limited.

PRESENTATION OF FINANCIAL INFORMATION

We have prepared our historical financial statementsin accordance with Indian generally accepted accounting

principles. Starting in fiscal 2000, we published in our annual shareholders’ report our financial statementsin US
GAAP aswell asin Indian GAAP.

Thefinancial information in this annual report has been prepared in accordance with US GAAP, unless we have
indicated otherwise. Our fiscal year ends on March 31 of each year so al referencesto a particular fiscal year areto
the year ended March 31 of that year. The financia statements, including the notes to these financial statements,
audited by KPM G, independent accountants, are set forth at the end of this annual report. The referenceto “non-
performing loans’ in this annual report meansimpaired |oans as classified pursuant to US GAAP.

Although we have trandated in this annual report certain rupee amountsinto dollars for convenience, this does
not mean that the rupee amounts referred to could have been, or could be, converted into dollars at any particular
rate, the rates stated earlier in this annual report, or at all. Except in the section on “Nature of the Indian Securities
Trading Market”, al trandations from rupees to dollars are based on the noon buying rate in the City of New Y ork
for cable transfersin rupees at March 31, 2000. The Federal Reserve Bank of New Y ork certifiesthis rate for
customs purposes on each date the rate is given. The noon buying rate on March 31, 2000 was Rs. 43.65 per
US$1.00. The exchange rates used for convenience trandlations differ from the actual rates used in the preparation of
our financial statements.

ADDITIONAL INFORMATION
Memorandum and Articles of Association

Objectsand Purposes

Pursuant to our Memorandum of Association, our main objectiveisto carry on the business of banking in any
part of Indiaor outside India

Directors Powers
Our directors' powersinclude the following:

Article 140 of the Articles of Association provides that no director of ICICI Bank shall, as a director, take
any part in the discussion of or vote on any contract or arrangement if such director isdirectly or indirectly
concerned or interested.
Directors have no powers to vote in absence of aquorum.
Article 83 of the Articles of Association provides that the directors may raise and secure the payment of
amounts in a manner and upon such terms and conditionsin all respects asthey think fit and in particular

by theissue of bonds, debenture stock, or any mortgage or charge or other security on the undertaking or
thewhole or any part of the property of 1CICI Bank (both present and future) including its uncalled capital.
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Amendment to Rights of Holders of Equity Shares

Any change to the existing rights of the equity holders can be made only by amending the Articles of
Association which would require a special resolution of the shareholders, which must be passed by not lessthan
three times the number of votes cast against theresolution.

Changein Control Provisions

Article 59 of the Articles of Association providesthat the board of directors may at their discretion decline to
register or acknowledge any transfer of sharesin respect of shares upon which we have alien. Moreover, the board
of directors may refuse to register the transfer of any sharesif the total nominal value of the shares or other
securities intended to be transferred by any person would, together with the total nominal value of any sharesheldin
ICICI Bank, exceed 1% of the paid up equity share capital of ICICI Bank or if the board of directorsis satisfied that
asaresult of such transfer, it would result in the change in the board of directors or change in the controlling interest
of ICICI Bank and that such change would be prgjudicial to the interests of ICICI Bank. However, under the Indian
Companies Act, the enforceability of such transfer restrictionsis unclear.

Incor por ation by Reference

We incorporate by reference the information disclosed under “ Description of Equity Shares” in our Registration
Statement on Form F-1 (File No. 333-30132).
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SELECTED FINANCIAL INFORMATION FOR ICICI BANK UNDER INDIAN GAAP

The selected financia and other data given in the table below have been derived from our financial statements,

prepared in accordance with Indian GAAP. Our Indian GAAP financial statements for fiscal 1996, 1997 and 1998
have been audited by Lodha & Co., Chartered Accountants and for fiscal 1999 and 2000 by S. B. Billimoriaand
Company, Chartered Accountants.

@)

2

©)

(4)
©)

Year ended March 31,

1996 1997 1998 1999 2000 2000(1)
(in_millions)
Income:
Interest inCOME(2) ....c..ceeeereenrerernceneene Rs. 1,066 Rs. 1,827 Rs. 2,585 Rs. 5,441 Rs. 8,529 US$ 195
Other income(3) 249 426 851 890 1,940 45
Total INCOME ... 1,315 2,253 3,436 6,331 10,469 240
Expenses:
INterest eXPenSse........cveeerenrerereeeneens 754 1,171 1,855 4,255 6,670 153
Operating expenses (excluding 223 323 431 654 1,285 29
depreciation on fixed assets)(4)...
Depreciation on fixed assets............. 45 82 145 175 248 6
Expenses before provisions and 1,022 1,576 2,431 5,084 8,203 188
write-offs
Provisions and write-offs:
Provisions for depreciation on 52 4 138 (48) 128 3
INVESIMENLS ..o
Other provisions and 9 51 137 323 755 17
CoNtiNGENCIES(5) .uvuveerrereererrereereneens
Provisions and write-offs.. 61 105 275 275 833 20
Profit:
Profit before tax....... 232 572 730 972 1,383 32
Provision for taxes... 61 171 228 338 330 8
Profit for the year........cocovneneuneecneen Rs. 171 Rs. 401 Rs. 502 Rs. 634 Rs. 1,053 US$ 24

For your convenience, rupee amounts for fiscal 2000 have been trandated into US dollars using the noon

buying rate in effect on March 31, 2000 of Rs. 43.65 = US$ 1.00.

Represents interest income on advances, income on investments and discount on bills purchased and discounted
and interest earned on cash balances.

Represents commission, exchange and brokerage, profit on sale or revaluation of investments, sale of land,
buildings and other assets and profit on exchange transactions.

Represents empl oyee expenses, establishment expenses and other expenses.

Primarily represents provisioning for bad and doubtful debts.
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At March 31,

1996 1997 1998 1999 2000 2000(1)
(in million)
Assets:
Cash and balances with the
Reserve Bank of India...... Rs. 1,043 Rs. 1,503 Rs. 3,101 Rs. 4,658 Rs. 7,219 US$ 165
Balances with banks and
586 2,226 5,628 11,725 26,933 617
Advances(2). 6,507 7,980 11,278 21,101 36,573 838
Investments .. 2,628 4,354 10,234 28,612 44,167 1,012
Fixed assets.. 465 964 1,837 1,996 2,221 51
Other assets(3) 342 792 716 1,725 3,613 83
Total assets. Rs. 11,571 Rs. 17,819 Rs. 32,794 Rs. 69,817 Rs. 120,726 US$ 2,766
Liabilities:
Borrowings:
DepOSitS(4) ...veererereerereereenens 7,299 13,476 26,290 60,730 98,660 2,260
Other borrowings(5) . 2,090 930 1,922 1,999 4,915 113
Total borrowings........c.coceeenee 9,389 14,406 28,212 62,729 103,575 2,373
Other liabilitiesand
Total liahilities 10,004 16,000 30,126 66,734 109,231 2,503
Shareholders' funds Equity
o= o | = O 1,500 1,500 1,650 1,650 1,968 45
Reserves and surplus............ 67 319 1,018 1,433 9,527 218
Total shareholders’ funds..... 1,567 1,819 2,668 3,083 11,495 263
Total liabilities and
shareholders’ funds.......... Rs. 11571 Rs. 17,819 Rs.32794 Rs 69,817 Rs. 120,726  US$2,766

(1) For your convenience, rupee amounts for fiscal 2000 have been trandated into US dollars using the noon
buying rate in effect on March 31, 2000 of Rs. 43.65 = US$ 1.00.

(2) Includeshills purchased and discounted.

(3) Includes current assets and advancesfor capital assets.

(4) Represents deposits received from banks as well as others.

(5) Represents borrowings from the Reserve Bank of Indiaand from other banks and institutions.

(6) Includes debenturesissued by us.
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SIGNIFICANT DIFFERENCESBETWEEN INDIAN GAAP AND USGAAP

Indian GAAP differsin several respectsfrom US GAAP. A summary of the significant differences between

Indian GAAP and US GAAP is presented below:

Subject

Indian GAAP

US GAAP

Statement of cash flows

Statement of changes in stockholders’

equity.

Consolidation

Equity method

Business combination.....................

Allowance for credit losses.

Loan origination fees/costs

Interest capitalization...........ccccveunee.

Statement isrequired for
companies listed on the stock
exchanges and is recommended
for other companies

Statement is not required.

The practice of consolidation is
not followed.

Equity accounting is not
recognized as an acceptable
method of accounting.

The conditions for applying the
purchase method are different
and business combinations are
generally accounted as per the
pooling of interest method.

Allowance for credit losses are
based on defaults expected both
on principa and interest. The
allowance does not consider
present value of future inflows.

Loan origination fees and costs

are taken to the income statement

in the year accrued/incurred.

Capitalization of interest is
optional.
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Statement isrequired.

Statement isrequired.

When company controls more than
50.0% of the voting securities of
another company, the investee
company isknown as asubsidiary
and isgenerally considered to be a
part of the controlling company
(parent). In these circumstances, the
financial statements of the investee
are generally required to be
consolidated with the financial
statements of its parent in which all
material transactions between them
are eliminated.

When a company controls 20.0% to
50.0% of the investee’ s voting
securities or has asubsidiary that is
not consolidated, the investment is
generally stated at the underlying
net asset value, with the equity in
theinvestee's earnings or loss
included in the investor’ sincome
statement for the current period
(equity accounting).

Business combinations are
accounted for either under the
purchase method or the pooling
method.

Loans areidentified as non-
performing and placed on non-
accrual basis, where management
estimates that payment of interest or
principal isdoubtful of collection.
Non-performing loans are reported
after considering the impact of
impairment. The impairment is
measured by comparing the carrying
amount of the loan to the present
value of expected future cash flows
or thefair value of the collateral
(discounted at the loans' effective
rate).

Loan origination fees (net of loan
origination costs) are deferred and
recognized as an adjustment to yield
over thelife of theloan.

Interest cost incurred for funding an
asset during its construction period
isrequired to be capitalized based
on the average outstanding
investment in the asset and the
average cost of funds. The
capitalized interest cost is included
in the cost of the relevant asset and
is depreciated over the useful life of



Redeemable preference shares....

Investment in debt and equity securities

Revaluation of property, plant and
equipment

Accounting for financeleases.................

Sale of securities under repurchase
agreements

Income taxes

Share issue expenses

Redeemabl e preference shares
are acomponent of shareholders’
equity, and preference dividend
isreported as an appropriation of
income.

Securitiesare classified as
current or permanent. Current
securities are valued at the lower
of cost or market value with any
unrealized loss charged to the
income statement. Unrealized
gains are not recorded.
Permanent investments are
valued at cost, adjusted for
permanent diminution.

Revaluation of property, plant
and plant and equipment is
permitted.

Assets under finance leases are
not required to be capitalized by
lessees but, instead, are
capitalized and depreciated by
lessors at statutory rates. The
difference between the
depreciation charge and annual
lease chargeisadjusted in the
income statement through alease
equalization account.

L essees recognize |ease rental
payments as expenses as they are
incurred.

Recorded as sales and removed
from balance sheet of seller.

The amount of tax that is payable
isrecorded.

Share issue expenses are
generally deferred and amortized
over aperiod of threeto five
years. They may also be written
off against share premium
account.
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the asset.

Redeemabl e preference shares do
not form apart of the shareholders’
equity and dividends on such shares
are charged to the income statement.

Securities are classified astrading,
held to maturity or available for sale
based on management’ sintention on
the acquisition date. While trading
and available for sale securities are
valued at fair value, held to maturity
securities are valued at cost,
adjusted for amortization of
premiums and accretion of discount.
The unrealized gains and losses on
trading securities are taken to the
income statement, while those on
available for sale securities are
reported as a separate component of
stockholders’ equity, net of
applicable taxes.

Revaluation of property, plant and
equipment is not permitted except in
certain cases.

Assets under finance leases should
be capitalized and depreciated by
lessees, with the corresponding
recognition of the lease obligation.
Lease rentals are recognized as
payments of the lease obligation and
interest thereon. L essors should
recognize the minimum |ease
payments less unearned income, i.e.,
the net investment in the lease, asan
asset and the interest component of
the lease rental asincome.

Sales proceeds are recorded as
borrowingsin the balance sheet of
seller/borrower. Securities continue
to be reflected as assetsin the
balance sheet of seller/borrower.
Income taxes are provided against
current period income as reflected in
the financial statements, even
though all or some of such income
will not be reported for tax purposes
in the current period and taxes will
not be payable currently. This
means that, even though certain
amount of the current period
accounting income is not taxable,
income tax must be provided in the
financial statements against both
income on which taxes are payable
and income on which the tax
liability is deferred regardless of the
length of that deferral, subject to
valuation allowances for deferred
tax assets.

Direct costs to sell shares are treated
as areduction of the issue proceeds;
indirect costs are expensed as
incurred.



Debt issue costs

Extraordinary items......

Prior period items

Segmental information

Debt issue expenses is written
off in the year debt is taken.

Extraordinary items are disclosed
separately in the statement of

profit and loss.

Prior period items are disclosed
separately in the current
statement of profit and loss.

Segmental information is not

required.
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Debt issue costs are deferred and
amortized over the life of the debt
using the “interest method” .

Extraordinary items are disclosed
separately in the statement of profit
and loss net of applicable tax
effects.

Prior period items, lessrelated tax
effects, are excluded from the
current statements of profit and loss
and reflected as adjustmentsto the
opening balance of retained
earnings.

Information regarding total
revenues, operating costs, gross
profit, assets and liabilities for each
operating segment isrequired to be
disclosed
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INDEPENDENT AUDITORS REPORT
Totheboard of directors and stockholders of ICICI Bank Limited

We have audited the accompanying balance sheets of ICICI Bank Limited as of March 31, 2000
and March 31, 1999 and the related statements of income, stockholders’ equity and cash flows
for each of the years in the three-year period ended March 31, 2000. These financia statements
are the responsibility of the Bank’s management. Our responsibility isto express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on atest basis, evidence supporting the amounts and disclosuresin the
financia statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of ICICI Bank Limited as of March 31, 2000 and 1999, and the result of its
operations and its cash flows for each of the years in the three-year period ended March 31,
2000, in conformity with accounting principles generally accepted in United States.

The United States dollar amounts are presented in the accompanying financial statements solely
for the convenience of the readers and are arithmetically correct on the basis disclosed in note
113

19 KPMG

KPMG
Mumbai, India

April 24, 2000
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ICICI BANK LIMITED
US GAAP BALANCE SHEETS
AT MARCH 31, 1999 AND 2000

At March 31,
1999 2000 2000
(in millions)
Rs Rs usb

Assets
Cash and cash equivaents 19,928 36,326 832
Trading aCCOUNt SSELS.....c.vovverrerrereriereeseseresse e eree e reesesensesenes 15,822 28,228 647
Securities, avallablefor Sale........rierr e 3,963 4,709 108
LOBNS, NEL ...t st et 27,597 47,016 1,077
ACCEPLANCES......cceeteereieete e ee et es e saene e e ssane s 5,587 8,490 194
Property and eqUIPMENT.........ccveeireererreeee s sesesseneens 1,761 2,097 48
OthEr @SSELS. .. vt e 1,607 3,550 81
TOtAl ASSELS....o it s 76,265 130,416 2,987
Liabilities
Interest bearing dEPOSIS.......covceeeieneeeeeeee e 54,963 82,785 1,896
Non-interest bearing dePoSItS.........ccvevvevee v 5,766 15,875 364
IO I (< o 0= ] £ 60,729 98,660 2,260
Trading account l1abiliti€S........covviverineneninesereseeeere e 418 1,922 44
ACCEPLANCES ... ceieerieeree e tee e ne s saene e e ssenees 5,587 8,490 194
[IoTa o T (=g 010 (< o VU TS 1,764 2,476 57
Other lHaDIITIES......cuveereirrrrrrrcrrrrr e 4,937 7,481 171
Total HabIltIES....ccoveeeeeeeeeeeerre e 73,435 119,029 2,726
Stockholders equity
(000 410070] 05 (0o QT 1,650 1,968 45
Additional paidin capital .........ccccceeeeeinnneneeee e 375 7,435 171
Deferred Compensation — Employee Stock Option Plan - (39) (0]
RELAINEA EAININGS.....cociveieeireririeeere e sansesenenens 756 1,940 44
Accumulated comprehenSiVE INCOME........ccerruererererereiereierererseeeenas 49 83 2
Total Stockholders EqUItY ... ﬁ M W
Total liabilitiesand stockholders equity........cccovvevevnerinennne, 76,265 130,416 2,987

See accompanying notes to the financial statements.
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ICICI BANK LIMITED
USGAAP STATEMENTSOF INCOME
FOR THE YEAR ENDED MARCH 31, 1998, 1999 AND 2000

Year ended March 31,

1998 1999 2000 2000
(in millions, except per share data)
Rs Rs Rs usb

Interest revenue
Loans, including fees.........cooviii i, 1,499 2,707 4,437 102
Securities, including dividends................cccccee e 148 305 684 16
Trading account assets, including dividends................. 865 2,247 3,073 70
1,107 67 131 240 5
Total interestrevenue.........coceovveiiiiviini e, 2,579 5,390 8434 193
Interest expense
DEPOSITS. . et 1,618 3,707 5,789 133
Longtermdebt........coovviiiiiiii i, 16 155 244 6
Trading account ligbilities..............cccooveiiiiiiiii e, 216 256 542 12
(107 4 126 81 2
Total interest eXpenSe. .. ...vvvviiiie i 1,854 4,244 . 6,656 153
Netinterest revenue.......coovvvvvii v, 725 1,146 1,778 40
Provision for credit [0Sses.......c.ccvvvviie i, (360) (540) (427) (10)
Net interest revenue after provision for credit
[OSSES. .. ettt et e 365 606 1,351 30
Non-interest revenue, net
Feesand COMMISSIONS.......c.vvvvieiiiiiieee e 240 370 607 14
Trading acCoUNt FEVENUE. ........vvveeiieieieiieieeeeeen 147 134 857 20
Securitiestransactions..........covveeveviii e 32 21 75 2
Foreign exchangetransactions.............cccceeveve e, 171 341 220 5
L6117 1 - -
NELFEVENUE. ...t e 956 1,472 3,110 71

Non-inter est expense

SAAES. ..t 116 172 257 6
Employee benefits........ooovii i 21 32 59 1
Total employeeexpense.......cccvovvvivivivieie e, 137 204 316 7
Premise and equipment eXpense..........ccccovveveevennenen. 162 232 340 8
Administration and other expense..........cccovvvevvevnnnn. 255 363 673 15
Total NON-INterest eXPENSe. ........c.vvveeeeeeeeeeenenn, 554 799 1,329 © 30
Income beforetaxes. ........vvvviviiiiii i 402 673 1,781 41
INCOMETaX EXPENSE. ... vt et e 104 170 379 9
NELINCOME ...ovie e e 298 503 1,402 32

Earnings per share

Basicanddiluted .............coooiiii v 184 3.05 8.49 0.19
Weighted average number of common shares (in

millions) used for computing earnings per share

- Basc............ 162.08 165.00 165.09 165.09
- Diluted 162.08 165.00 165.11 165.11

See accompanying notes to the financial statements.
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ICICI BANK LIMITED
USGAAP STATEMENTSOF CHANGESIN STOCKHOLDERS EQUITY

FOR THE YEARS ENDED MARCH 31, 1998, 1999 AND 2000

Common stock
Balance, beginning of year............cooooeviviiiiiien,
Common stock iSsUed. ......coovvviniiiiiiee e

Balance, endof year..........cocoeiiiiiiiii

Additional paid in capital

Balance, beginning of year.......................
Common stock issued. ........covvvieiiiiiiee e,
Compensation related to stock option grants

Balance, endof year..........oo oo,

Deferred Compensation — Employee Stock Option Plan
Balance, beginning of year.......................
Compensation related to stock option grants........
Amortisation of compensation related to stock option grants

Balance, endof year.............ccovvi v,

Retained ear nings

Balance, beginningof year..............ccocveiiiiiinie e,
NELINCOME. ... e,
Dividend declared on common stock ................c..v.....

Balance, endof year.........c.cooiiiiiii i,

Accumulated comprehensiveincome
Balance, beginning of year.............ccoooviiiiiinnnnn
Unredlized gain/ (loss) securities, net............coceevvneeen.

Balance, endof year..........oooiiiiii i,

Total stockholders equity

Balance, beginning of year.............coovveiiiinnn,
Common stock issued ..........c.oeiiii i
Compensation amortized during theyear........................
NELINCOME. .. .. e
Dividend declared on common stocK...............c.coeveene.
Unrealized gain/ (loss) on securities, net.....................

Balance, endof year...........ocoovi i

* Common stock issued to parent company
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(178) (218)

756 1,940

15 49

34 34

49 83

2471 2,830

- 7,338

- 1

503 1,402
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ICICI BANK LIMITED
USGAAP STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED MARCH 31, 1998, 1999 AND 2000

Year ended March 31,

1998 1999 2000 2000
(in millions)
Rs Rs Rs usb
NELINCOME... e e e e 298 503 1,402 32
Other comprehensiveincome, net of tax
Unrealized gain/ (10ss) on securities............coevvvvvnvnn.n. 48 34 34 1
ComPrehensiVeiNCOME. .........ceeeieeieeeeee e, - 346 537 1,436 - 33

See accompanying notes to the financial statements.
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ICICI BANK LIMITED
USGAAP STATEMENTSOF CASH FLOWS

FOR THE YEARS ENDED MARCH 31, 1998, 1999 AND 2000

Cash flows from operating activities

NELINCOME. ...t e e
Adjustmentsto reconcile net income to net cash from
operating activities:

Provisionfor credit [0SSes.........coviiiiiiiiii
Depreciation and amortization .............cc.cccovevininnnns
Lossonsdeof fixed assetS.......vvvvvvvivviiiiiieiinin,
Provisionfor deferredtaxes...........covvvviii v eennn,
Unrealized (gain)/loss on trading securities................
Net gain on sale of securities, availablefor sade..........
Changein assetsand liabilities

Trading account aSSEtS.......ovvvvvveeie e eeaen
Trading account ligbilities.............ccocoveiii e,

Net cash used in operating activities.....................

Cash flows from investing activities

Securities, availablefor sale
Proceedsfromsales........ccocooveiiiiiiicciiiiceic e
Netincreaseinloans.........ccooeeeiiiiiiiiiii e,
Capital expenditure on property and equipment..........
Proceeds from sale of property and equipment............

Net cash used in investing activities.......................

See accompanying notes to the financial statements.

Year ended March 31,
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1998 1999 2000 2000
(in millions)
Rs Rs Rs usb
298 503 1,402 32
360 540 427 10
148 163 374 9
- - 1 -
(99) (130) 113 3
127 (23) 79 2
(32) (21) (75) @)
(301) (914) (1,977) (45)
1787 2,278 2,361 54
(7,511) (8,412) (12,509) (287)
952 (1,375) 1,504 34
(4,271) (7,391) (8,300) (190)
(142) (3,610) (10,7149) (246)
2,609 1,103 10,020 230
(4,751) (15,373) (19,843) (455)
(985) (487) (528) (12
1 1 2 -
(3,268) (18,366) (21,063) (483)




ICICI BANK LIMITED
USGAAP STATEMENTSOF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED MARCH 31, 1998, 1999 AND 2000

Year ended March 31,

1998 1999 2000 2000
(in millions)

Rs Rs Rs usb

Cash flows from financing activities
Net increase in depoSitS. ....ovveeiie i e 12,813 34,439 37,931 869
Proceeds from issuance of long term debt.................. 40 1,636 710 16
Maturity and redemption of long term debt................. - - - -
Proceeds from issuance of common stock .................. 525* - 7338 168
Payment of dividend................coiiii i (150) (178) (218) (5)
Net cash from financing activities......................... 13,228 35,897 45,761 1,048
Net increase in cash and cash equivaents................... 5,689 10,140 16,398 375
Cash and cash equivalents at beginning of period.......... 4,099 9,788 19,928 457
Cash and cash equivalentsat end of theperiod......... 9,788 19,928 36,326 832

* Proceeds from issuance of stock to parent company
See accompanying notes to the financial statements.
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ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

Significant accounting policies

Basis of presentation

ICICI Banking Corporation Limited, incorporated in Vadodara, India provides a wide range of
banking and financial services including commercial lending, trade finance and treasury products.
The name of ICICI Banking Corporation Limited was changed to ICICI Bank Limited (“I1CICI Bank”
or “the Bank”) on September 10, 1999. ICICI Bank is a banking company governed by the Banking
Regulations Act, 1949. ICICI Bank is a 62.24% owned subsidiary of ICICI Limited (“the parent
company”), a leading financial institution in India. ICICI Bank does not have any majority owned
subsidiaries or investments where its shareholding exceeds 20% of the voting stock of the investee.

The accounting and reporting policies of ICICI Bank used in the preparation of these financial
statements reflect industry practices and conform to generally accepted accounting principles in the
United States of America (“US GAAP’). The preparation of financial statements in conformity with
US GAAP requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities at the date of the financial statements and the reported income and expenses
during the reporting period. Management believes that the estimates used in the preparation of the
financial statements are prudent and reasonable. Actual results could differ from these estimates.

The accompanying financial statements have been prepared in Indian rupees (“Rs’), the national
currency of India. Solely for the convenience of the reader, the financial statement at and for the year
ended March 31, 2000 has been trandated into US dollars, at the noon buying rate in New Y ork city at
March 31, 2000 for the cable transfers in rupees, as certified for customs purposes by the Federal

Reserve of New York of US$1.00 = Rs 43.65. No representation is made that the rupee amounts have
been, could have been or could be converted into US dollars at such rate or any other rate on March
31, 2000 or at any other certain date.

Revenue recognition

Interest income is accounted on an accrual basis except in respect of impaired loans, where it is
recognized on a cash basis.

Income from leasing operations is accrued in a manner to provide a fixed rate of return on outstanding
investments.

Discount on hills is recognized on a straight line basis over the tenure of the hills.

Fees from non-fund based activities such as guarantees and letters of credit are amortized over the
contractual period of the commitment.

Cash and cash equivalents

ICICI Bank considers al highly liquid investments, which are readily convertible into cash and have
contractual maturities of three months or less from the date of purchase, to be cash equivalents. The
carrying value of cash equivalents approximates fair value.
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ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

Securities and trading account activities

ICICI Bank has adopted the Statement of Financial Accounting Standards (“SFAS’) No. 115,
“Accounting for Certain Investments in Debt and Equity Securities”. SFAS No. 115 requires that
investments in debt and equity securities be reported at fair value, except for debt securities classified
as held-to-maturity securities, which are reported at amortized cost. Equity securities and debt
securities available for sale are carried at fair value, with unrealized gains and losses reported as a
separate component of stockholders' equity, net of applicable income taxes. Realized gains and |osses
on sale of securities are included in earnings on a weighted average cost basis.

Any “other than temporary diminution” in the value of held-to-maturity or securities, available for sale
is charged to the income statement. “Other than temporary diminution” is identified based on
management’ s evaluation.

Trading account assets include securities held for the purpose of sale in the short term. These
securities are valued at fair value, with the unrealized gains/losses being taken to trading account
revenue. Trading account activities also include foreign exchange products. Foreign exchange
trading positions are valued at prevailing market rates on the date of the balance sheet and the
resulting gaing/losses are included in foreign exchange revenue.

Loans

Loans are reported at the principal amount outstanding, inclusive of interest accrued and due pursuant
to the contractual terms. Loan origination fees (net of loan origination costs) are deferred and
recognized as an adjustment to yield over the period of the loan. Interest is accrued on the unpaid
principal balance and is included in interest income.

Loans are identified as impaired and placed on a non-accrua basis, when it is determined that
payment of interest or principal is doubtful of collection or that interest or principal is past due beyond
two payment periods (each payment period being 90 days). Such loans ae classified as non-
performing. Any interest accrued (and not received) on impaired loans is reversed and charged
against current earnings, and interest is thereafter included in earnings only to the extent actually
received in cash. Non-performing loans are returned to an accrua status when al contractual
principal and interest amounts are reasonably assured of repayment and there is a sustained period of
repayment performance in accordance with the contractual terms.

Non-performing loans are reported after considering the impact of “non-performance’. Non-
performance is measured by comparing the carrying amount of the loan with the present value of the
expected future cash flows/fair value of the collateral, discounted at the effective rate of the loan. In
cases of default wherein ICICI Bank does not have adequate security and/or the borrower is not
traceable and legal recourse is not expected to result in recovery, ICICI Bank writes off all or part of
the carrying value of the loan.

Loans include aggregate rentals on lease financing transactions and residual values, net of related
unearned income and security deposit collected from the lessee. Substantially all of the lease
financing transactions represent direct financing leases. Unearned income is amortized under a
method which primarily results in an approximate level rate of return when related to the unrecovered
lease investment. Income on non-performing leases is recognised on the same basis as non-
performing loans.
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ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS
ENDED MARCH 31, 1998, 1999 AND 2000

Loans further include credit substitutes, such as privately placed/negotiated debt instruments and
preferred shares, which are not readily marketable.

Aggregate allowance for credit losses

ICICI Bank evaluates its entire corporate credit portfolio on a periodic basis and grades its accounts
considering both qualitative and quantitative criteria.  This analysis includes an account by account
analysis of the entire loan portfolio, and an allowance is made for any probable loss on each account.
In evaluating its credit losses, management has estimated recovery of such loans at various stages of
time to recovery and has discounted these using the effective interest rate of the loans. In estimating
recovery, ICICI Bank considers its past credit loss experience and such other factors, which in its
judgement, deserve recognition in estimating probable credit losses. Actual recovery may differ from
estimates and consequently actual loss could differ from the estimated loss. The aggregate allowance
for credit losses is increased by amounts charged to the provisions for credit losses, net of write-offs
and releases of provisions as a result of cash collections.

Credit card receivables are collectively evaluated for impairment based on the profile of days past due,
classified into various buckets. Provisions are based as a fixed percentage of pre defined buckets. The
Bank intends to review this policy annually based on the historical delinquency and credit loss
experience.

Property and equipment

Property and equipment are stated at cost, less accumulated depreciation. The cost of additions, capital
improvements and interest during the construction period are capitalized, while repairs and
maintenance are charged to expenses when incurred.

Depreciation is provided over the estimated useful lives of the assets.

The cost and accumulated depreciation for property and equipment sold, retired or otherwise disposed
of are relieved from the accounts, and the resulting gaing/losses are reflected in the income statement.

Property under construction and advances paid towards acquisition of property, plant and equipment
are disclosed as capital work in progress.

Interest capitalization

The interest cost incurred for funding an asset during its construction period is capitalized based on the
actual outstanding investment in the asset from the date of purchase/expenditure and the average cost
of funds. The capitalized interest cost is included in the cost of the relevant asset and is depreciated
over the asset’s estimated useful life.
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ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

Income taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities
are recognized for the future tax consequences attributable to the difference between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases, and
operating loss carry forwards. Deferred tax assets are recognized subject to management’ s judgement
that realization is more likely than not. Deferred tax assets and liabilities are measured using enacted
tax rates expected to apply to taxable income in the years in which temporary differences are expected
to be received and settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in the income statement in the period of change.

Retirement benefits
Gratuity

In accordance with Indian law, ICICI Bank provides for a gratuity to its employees in the form of a
defined benefit retirement plan covering all employees. The plan provides a lump sum payment to
vested employees at retirement, on death while in employment or on termination of employment based
on the respective employee’s salary and the years of employment with ICICI Bank. The gratuity
benefit conferred by ICICI Bank on its employees is equal to or greater than the statutory minimum.

ICICI Bank provides the gratuity benefit through annual contributions to a fund administered by
trustees and managed by the Life Insurance Corporation of India. Under this scheme, the settlement
obligation remains with the bank although the Life Insurance Corporation of India administers the
scheme and determines the contribution premium required to be paid by the bank. ICICI Bank
contributed and expensed Rs3 million, Rs 5 million and Rs 6 million to the gratuity fund in fiscal
1998, 1999 and 2000 respectively. The impact of the scheme is not material or expected to become
material to the Bank’s financial condition or operations.

Superannuation

The permanent employees of ICICI Bank are entitled to receive retirement benefits under the
superannuation fund operated by ICICI Bank. The Superannuation fund is a defined contribution plan
under which ICICI Bank contributes annually a sum equivalent © 15% of the employee’s €eligible
annua salary to Life Insurance Corporation of India, the manager of the fund, that undertakes to pay
the lump sum and annuity payments pursuant to the scheme. ICICI Bank contributed Rs 10 million,
Rs 12 million and Rs 20 million to the superannuation plan in fiscal 1998, 1999 and 2000 respectively.

Provident fund

In accordance with Indian law, all employees of ICICI Bank are entitled to receive benefits under the
provident fund, a defined contribution plan, in which, both the employee and ICICI Bank contribute
monthly at a determined rate (currently 12% of employees' salary). These contributions are made to a
fund set up by ICICI Bank and administered by a board of trustees. ICICI Bank contributed Rs
7 million, Rs 11 million and Rs 16 million to the provident fund in fiscal 1998, 1999 and 2000
respectively. Further, in the event the return on the fund is lower than 12% (current guaranteed rate of
return to the employees), such difference will be contributed by ICICI Bank and charged to income.
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ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

L eave encashment

The liability for leave encashment on retirement or on termination of services of the employee of
ICICI Bank is valued on the basis of the employee’'s last drawn salary and provided for. Accordingly
ICICI Bank has made a provision of Rs 1 million, Rs 4 million and Rs 6 million, for fiscal 1998, 1999
and 2000 respectively.

Foreign currency transactions

Revenue and expenses in foreign currency are accounted at the exchange rate on the date of the
transaction. Foreign currency balances at year-end are translated at the year-end exchange rates and
the revaluation gaing/losses are adjusted through the income statement.

Speculative forward exchange contracts are revalued at year-end based on forward exchange rates for
residual maturities and the contracted rates and the revaluation gain/loss is recognised in the income
statement. Forward exchange contracts that are accounted for as hedges of foreign currency
exposures, are revalued based on year-end spot rates and the spot rates at the inception of the contract.
The revaluation gain/loss is recognised in the income statement. Premium or discount on such
forward exchange contracts is recognised over the life of the contract.

Derivative instruments

ICICI Bank enters into currency swaps with its corporate clients which it hedges with the parent
company. Such hedge contracts are structured to ensure that changes in their market values would
fully offset the effect of a change in the fair value of the underlying contracts. Accordingly, these
swap contracts are designated as hedge transactions and accounted for under accrual method.

ICICI Bank has entered into interest swap contracts for its own balance sheet management purposes as
well as for taking trading positions. The contracts which have been entered into for its balance sheet
management purposes have been designated as ‘hedge transactions' and accounted for under the
accrual method. The contracts entered into for trading purposes have been designated as ‘ Traded
Contracts' and have been accounted at their fair value.

Debt issuance costs

Debt issuance costs are amortized over the tenure of the debt.

Dividends

Dividends on common stock and the related dividend tax are recorded as a liability at the point of their
approval by the board of directors.

Earnings per share

Basic earnings per share is computed by dividing net income by the weighted average number of
common shares outstanding for the period. Diluted earnings per share is computed by adjusting
outstanding shares assuming conversion of all potentially dilutive stock options and other convertible
securities.
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ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

Stock-based compensation

The Bank has introduced a stock option plan, wherein options were granted to certain employees and
whole time director of the Bank and employees of the parent company. The Bank accounts for
employee stock options, granted to its employees and whole time director in accordance with
Accounting Principles Board (“APB”) No. 25, “Accounting for Stock issued to Employees’ and
furnishes the proforma disclosures required under SFAS No. 123, “Accounting for Stock-based
compensation” in respect of these options.

Options granted to employees of the parent company are accounted for in accordance with SFAS No
123. The Bank values the stock options issued, based upon an option-pricing model and recognizes
this value as an expense over the period in which the options vest.

Accounting for outward clearing

In fiscal 2000, the Bank decided to account for cheques deposited by customers and sent for clearing.
Accordingly at March 31, 2000 Rs. 1,610 million has been accounted for as outward clearing suspense
and included in cash and cash equivalents and other liabilities respectively. This change is not
material to the financial position of the Bank and accordingly, the outward clearing balance as at
March 31, 1999 amounting to Rs 1,440 million has been included in the financia statements for the
year ended March 31, 1999.

Financial instruments

ICICI Bank provides a wide variety of financial instruments as products to its customers, and it also
uses these instruments in connection with its own activities. Following are explanatory notes
regarding financial assets and liabilities, off-balance sheet financial instruments, concentration of
credit risk and the estimated fair value of financial instruments.

Collateral requirements are assessed on a case-by-case evaluation of each customer and product, and
may include cash, securities, receivables, property, plant and equipment and other assets.

Financial assets and liabilities

Cash and cash equivalents

Cash and cash equivalents at March 31, 2000 include a balance of Rs 6,904 million (March 31,
1999: Rs 4,565 million) maintained with the Reserve Bank of India being the minimum daily
stipulated amount to be maintained. This balance is subject to withdrawal and usage restrictions.

Cash and cash equivalents at March 31, 2000 also includes, interest-bearing deposits with banks
aggregating Rs 25,273 million (March 31, 1999: Rs 11,083 million).and outward clearing suspense of
Rs 1,610 million (March 31, 1999: 1,440 million)
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NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000
Trading account assets

A listing of the trading account assets is set out below:

At March 31,
1999 2000

(in Rsmillions)

Government of India securities 14,449 26,903
Equity securities 198 0
Mutual fund units. - 779
Revaluation gains on derivative and foreign exchange contracts. 425 309
Commercial paper /certificates of deposits 750 147
Total 15,822 28,228

In accordance with the Banking Regulation Act, 1949, ICICI Bank is required to maintain a specified
percentage of its net demand and time liabilities by way of liquid unencumbered assets like cash, gold
and approved securities. The amount of securities required to be maintained at March 31, 2000 was
Rs 20,570 million (March 31, 1999: Rs 12,875 million).

As at March 31, 2000, trading account assets included certain securities amounting to Rs 72 million
(March 31, 1999:Rs 18 million), which are pledged in favour of certain banks for the purposes of
availing borrowing and funds transfer facilities.

Trading account revenue
A listing of trading account revenue is set out below:

Year ended March 31,
1998 1999 2000

(in Rs millions)

Gainon sale of trading SECUMITIES. .. ... ..eiiu it et et e et et eee e 274 111 936
Revaluation gain/(10ss) ONn trading SECUNTIES. .. ... .. vve s vee e v e e e e (127) 23 (79)
LI L PP 147 134 857

Repurchase transactions

During the period under review, ICICI Bank has undertaken repurchase and reverse repurchase
transactions in Government of India securities. The average level of repurchase outstandings during
fiscal 1999 and 2000 was Rs 417 million and Rs 225 million, respectively. The average level of
reverse repurchase transactions outstanding during fiscal 1999 and 2000 was Rs211 million and
Rs 203 million, respectively. At March 31, 2000 outstanding repurchase and outstanding reverse
repurchase contracts amounts to Nil (March 31, 1999: Nil) and Rs 256 million (March 31, 1999: Nil)
respectively.
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NOTESTO FINANCIAL STATEMENTSFOR THE YEARS
ENDED MARCH 31, 1998, 1999 AND 2000

Securities, available for sale

The portfolio of securities, available for sale is set out below:

At March 31, 1999
Amortized Grossunrealized Gross Fair
cost gain unrealized loss Value
(in Rsmillions)

Corporate debt SECUNtIeS. .. .....uvevirii e 2,860 - - 2,860
Government of IndiaSecurities... ... ...ovvvevevier e, 775 50 - 825
Total debt SECUNTIES. .. .. ie i e e e e e e s 3,635 50 - 3,685
Mutual fUNd UNItS......coeieiee e e e e e e 266 12 - 278
Total securities, availablefor sale .............c.cooeevviee . 3,901 62 - 3,963

At March 31, 2000

Amortized Grossunrealized Gross Fair
cost gain unrealized loss Value

(in Rsmillions)

Corporate debt SECUNtIeS. .. ......ve v e e 2,540 A - 2,574
Government of IndiaSeCurities... ... ....cc.ovvvieeveecerieninninnn. 914 89 - 1,003
Total debt SECUMTIES. .. ... et 3,454 123 - 3,577
Mutual fund UNitsS... ..o e 1,146 - (14) 1,132
Total securities, availablefor sale ...........cocoevvevvinn e, 4,600 123 (14) 4,709

I ncome from securities, available for sale

A listing of interest and dividends on available for sale securities is set out below:

Year ended March 31,
1998 1999 2000

(in Rsmillions)

L= == PPN 129 248 358
DIVIAENAS ... et e e et e et e e e e e e e 19 57 326
Total interest, iNncluding diVIdeNdS. .. .......c.oiiie i e e e e 148 305 684

F-16




ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

Maturity profile of debt securities

2210 A listing of debt securities, available for sale at March 31, 1999 and March 31, 2000 by original
contractual maturity is set out below:

March 31, 1999 March 31, 2000
Amortized Fair Amortized Fair
cost Value cost Value

(in Rsmillions)

Corporate debt securities

LESStNaN ONEYEAN ... ... it cee et it e et e e 266 266 399 403
ONE O FIVEYEAS. ..ot et et e e e e e e e e e 1,894 1,894 1548 1,563
Morethan fiVe YEars. ... ....oovuuie et e e 700 700 593 608
TOtAl et e e e 2,860 2,860 2,540 2,574
Loans

2.2.11 A listing of loans by category is set out below:

At March 31,

1999 2000

(in Rsmillions)
Corporate
Working capital fINANCE. .. ... ...ttt et et 17,508 31,576
LIS L PP 2,731 3,798
Credit SUDSITULES. .. ... e et e e et e et et e e e e e e 6,762 10,532
Leasing and related aCtiVITIES. ... ... cvu v vee et e et e e et e e e e e e 366 305
RELAI TOANS ... e cie e e e e e e e e e e e e e e 1,110 1,553
(€01 S] (o= T L TSP 28,477 47,764
Aggregate allowance for Credit I0SSES. .. ... ou v it it e e e e e (880) (748)
[N = o=y S PP 27,597 47,016

2.2.12 Loans given to persons domiciled outside India at March 31, 2000 were Rs 265 million (March 31,
1999: Rs 91 million).

2.2.13 Normaly, the working capital advances are secured by a first lien on current assets, principally
comprising inventory and receivables. Additionally, in certain cases ICICI Bank may obtain
additional security through a first or second lien on property and equipment, a pledge of financial
assets like marketable securities and corporate/personal guarantees. The term loans are normally
secured by afirst lien on the property and equipment and other tangible assets of the borrower.
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Net investment in leasing activities

2.2.14  Contractual maturities of ICICI Bank’s net investment in leasing activities and its components, which
are included in loans, are set out below:

At March 31
2000

(in Rs millions)

Gross finance receivable for the year ended/ending March 31
200 .. e e e e e e et e e et e et e e e e aeeaaaas
00 o= o o

SECES

LSS UNEAIMNEA INCOMIE. .. .t et e et e et e te e et e e et e eee e te e et e ee e et e eet e eee et ene een e es (68)
SECUNITY GEPOSITS. .. v e et e et ettt e et et et e e e e et et e e e et eee eat b e ae tee e ea e aeeeneann (46)

Investment inleasing and other reCaIVADIES. .. ...... .o ittt e e e e e e e e 305
Less: Aggregate allowance for Credit IOSSES. .. ... .. uun i et et et et e e e et e e e (104)

Net investment in leasing and Other receiVableS... ... ....oit i e e e e 201

Maturity profile of loans

2.2.15 A listing of each category of loans other than net investment in leases and other receivables by
maturity is set out below:

March 31, 1999
Upto 1 Year 1-5years Morethan Total
Syears
(in Rsmillions)

TEIM L0BN. ...t e e e e e e e 784 1,886 61 2,731
Working capital finanCe............ovviiii i 15,240 2,268 - 17,508
Credit SUDSHITULES. .. ... e e e e e e e e e e e e e e e e - 5,744 1,018 6,762
REetail 10aNS .......oe i 1,110 - - 1,110

Total .o 17,134 9,898 1,079 28,111

Mar ch 31, 2000
Upto 1 Year 1-5years Morethan Total
5years
(in Rsmillions)
TOM 08N, ...t e e e e 1,402 2,302 A 3,798
Working capital finance.............ccoeiiiiiiiini e 28,421 3,155 - 31,576
Credit SUDSHITULES. ........veiie i e, 1,831 6,175 2,526 10,532

Retail loans and credit card receivables ...............cccovvieiiininn. 1,553 - - 1,553

TOtal e 33,207 11,632 2,620 47,459
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I nterest and fees on loans

A listing of interest and fees on loans (net of unearned income) is set out below:

Year ended March 31,

1998 1999

(in Rs millions)

N
o
o

Working capital fiNANCe........oiie et e e e e
LI 80 o = O PPN
Leasing and related aCtiVitieS ...........oviiieiiiiie e e e
REtAI 10BNS... ...ttt e s

1,136 1,755
176 338
74 465

3B 21

75 128

2,666
480
981

14
296

T Ot et et et e e e e e e e e

1,499 2,707

4,437

Non-performing loans

A listing of non-performing loans is set out below:

Working capital fiNANCE. .. ...t et e e e e e e e e
TOIM LON. . et e e e e e et e e et et et e et e e e ean s
Leasing and related aCtiVities .........ooe it it e e e e

Impaired [oans net of valuation @llOWaNCEe............vvtiitie it e e

Loans without valuation alloOWanNCe ..........oevieiis it e e e e e e e e

Loanswith valuation allowance.

Interest foregone on NON-PerformMing @SSEtS .........uevee et i e e e

Average non-performing 0aNS .........ooeiie it e e e e e e

At March 31,

1999

(in Rsmillions)

2000

1,158
236
e
144

1,127
61

45
185

1,613
(880)

1,418
(748)

733

670

466
1,147

163
1,255

1,613

1,418

1,343

124

1432
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Changes in the allowance for credit losses

A listing of the changes in alowance for credit losses is set out below:

Year ended March 31,
1998 1999 2000
(in Rsmillions)
Aggregate allowance for credit losses at beginning of the year 187 425 880
Additions
Provisions for credit losses, net of release of provisions as aresult of cash
[oo] [ 1= 1 o RPN 360 540 497
547 965 1,307
W OFFS. .. et et e e e (122) (85) (559)
Aggregate allowance for credit losses at end of theyear............ 425 880 748

Troubled debt restructuring

Loans at March 31, 2000 include loans aggregating Rs 43 million (March 31, 1999: Rs 38 million),
which are currently under a scheme of debt restructuring and which have been identified as impaired
loans. The gross recorded investment in these loans is Rs 43 million (March 31, 1999: Rs 38 million)
against which an alowance for credit losses aggregating Rs25 million (March 31, 1999:
Rs 22 million) has been established. Income on restructured loans would have been Rs 6.90 million
and Rs 7.70 million for fiscal 1999 and 2000 respectively, based on original terms, and was Rs 6.87
million and Rs 6.44 million for fiscal 1999 and 2000 respectively, based on the restructured terms.

There are no commitments to lend incremental funds to any borrower who is party to a troubled debt
restructuring.

Concentration of credit risk

Concentrations of credit risk exist when changes in economic, industry or geographic factors similarly
affect groups of counterparties whose aggregate credit exposure is material in relation to ICICI Bank’s
total credit exposure. ICICI Bank’s portfolio of financial instruments is broadly diversified along
industry, product and geographic lines within the country.
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2.2.22 A listing of the concentration of loan exposures by industry is set out below:

At March 31,
1999 2000

(inRs % (inRs %
ilions) .. illions)
Light manufaCturing... ... ...coouvenisoee et et e e e 9.83 4,895 10.25
Chemical, Paints and Pharmaceuticals. 2,420 8.50 5,772 12.08
FINANCE. .. ot e e 1,949 6.84 6,113 12.80
L 1 oo £ S PP 159 0.56 1,686 353
EIECIICITY wenvn e et e e e e e et e e e 1,488 523 2,784 5.83
TEXEIES. ..t et e 1,405 493 1,600 3.35
Metal and metal Products.............uveieriiiieiee e e 1,370 481 1,269 2.66
AULOMODITE ... e 1,006 353 1,680 352
CONSETUCTION. .. e et et et e e et et e et e e et e s 740 2.60 882 185
1rON AN SEEEL ... .o 620 218 703 147
(0= 107 0| S PP 540 1.90 1,124 235
SOFtWEIE. .. oot et et et et et e e 460 162 823 172
AGFICUITUN. .. e e e e e e e 675 237 1,520 3.18
Personal [0anS. .. ......ooe it et e 1,110 3.90 1,553 3.25
Paper and paper ProdUCES. .. ... ... .c.euueie it ceeeee e 373 130 745 156
Other INAUSEIIES. .. ... et aet et e e e 11,362 39.90 14,615 30.60

TOtal .o e 28,477 100.00 47,764 100.00

Unearned income

2.2.23 A ligting of unearned income is set out below:

At March 31

1999 2000

(in Rsmillions)

Unearned income on leasing and other receivable transactions..............cocovieeviiie e iiiie e 84 68
Unearned COMMISSION ON QUAIBNTEES. ... ... eeventeeet e vetaieee et ee eet e een s aee et ee een e eenan neenne 73 104
Unearned income on letters of Credit.........ov. oo iie i e e et e e e 17 15
Unamortized 10an Origination fEES... ... .. oiu ittt e e et e e e e e e e - 30
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Deposits

2.2.24 Deposits include demand deposits, which are non-interest-bearing and savings and time deposits,
which are interest-bearing. A listing of depositsis set out below:

At March 31,
1999 2000

(in Rsmillions)

Interest bearing

5 Vi ao Yo = oo | £ PO RPPPTIN 2,271 5,332
THME AEPOSITS. .. e ettt e et et e et et et e et ettt e te e et e e e e e ee e en e aaeaen e 52,692 77,453

54,963 82,785
Non-interest bearing

DEMANA AEPOSITS. . et vttt et ettt e e et et et e e et e et e et e et et e aaeaenean tan e 5,766 15,875

01 €= 60,729 98,660

2.2.25 At March 31, 2000, term deposits of Rs 71,319 million (March 31, 1999: Rs 48,720 million) have a
residual maturity of less than one year. The balance of the deposits mature between one to seven
years.

Trading account liabilities

2.2.26 Trading account liabilities at March 31, 2000 include borrowings from banks in the inter-bank call
money market of Rs 1,922 million (March 31, 1999: Rs 418 million).

Long-term debt

2.2.27 Longterm debt represent debt with an original maturity of greater than one year. Long term debt
bears interest at fixed contractua rates ranging from 12.5% to 17%. A listing of long-term debt by
residual maturity is set out below:

At March 31, 1999 At March 31, 2000
(in Rs millions) % (in Rsmillions) %
Residual maturity
Oneyear tofiVeYears. .. ....coeeveeiee i e e 1,084 62 1,796 73
Fiveyearsto 10Years. .. ... ..uuvveveeceeieiiiiiee e eees 680 3B 680 27
TOtAl oo 1,764 100 2,476 100

2.2.28 Long term debt at March 31, 2000 includes unsecured non-convertible subordinated debt of Rs 1,680
million (March 31, 1999: Rs 1,680 million).
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Off-balance sheet financial instruments

Foreign exchange and derivative contracts

ICICI Bank enters into foreign exchange forward contracts and currency swaps with interbank
participants and customers. These transactions enable customers to transfer, modify or reduce their
foreign exchange and interest rate risks.

Forward foreign exchange contracts are commitments to buy or sell foreign currency at a future date at
the contracted rate. Currency swaps are commitments to exchange cash flows by way of interest in
one currency against another currency and exchange of notional principal amount at maturity based on
predetermined rates. Currency swaps offered to customers are hedged by opposite contracts with the
parent company and are accounted for as hedge contracts.

The market and credit risk associated with these products, as well as the operating risks, are similar to
those relating to other types of financia instruments. Market risk is the exposure created by
movements in interest rates and exchange rates, during the currency of the transaction. The extent of
market risk affecting such transactions depends on the type and nature of the transaction, value of the
transaction and the extent to which the transaction is uncovered. Credit risk is the exposure to loss in
the event of default by counterparties. The extent of loss on account of a counterparty default will

depend on the replacement value of the contract at the ongoing market rates.

The following table presents the aggregate notional principal amounts of ICICI Bank’s outstanding
foreign exchange and derivative contracts at March 31, 2000 and March 31, 1999 together with the
related balance sheet credit exposure.

Notional principal amounts Balance sheet credit
exposure (Note 1)
At March 31 At March 31
1999 2000 1999 2000

(in Rs millions)

Interest rate agreements
SWEP BOFEEMENES. .. ... e e et cee e e e e ee e e - 900

Foreign exchange products

FOrward CONIaCtS.........ouueeviiee e iee e e e e 36,705 62,892 425 309
SWaP aGrEEMENES. .. .ov et e vt it et e et ee e 2,962 7,658
39,667 70,550 425 309

Note 1:  Baance sheet credit exposure denotes the mark-to-market impact of the derivative and foreign
exchange products on the reporting date.

Loan commitments

ICICI Bank has outstanding undrawn commitments to provide loans and financing to customers.

These loan commitments aggregated Rs 9,215 million and Rs 11,643 million at March 31, 2000 and
March 31, 1999 respectively. The interest rate on these commitments is dependent on the lending
rates on the date of the loan disbursement. Further, the commitments have fixed expiry dates and may
be contingent upon the borrowers ability to maintain specific credit standards.
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Guarantees

As a part of its commercial banking activities, ICICI Bank has issued guarantees and letters of credit
to enhance the credit standing of its customers. These generally represent irrevocable assurances that
ICICI Bank will make payments in the event that the customer fails to fulfill his financial or
performance obligations. Financial guarantees are obligations to pay athird party beneficiary where a
customer fails to make payment towards a specified financial obligation. Performance guarantees are
obligations to pay a third party beneficiary where a customer fails to perform a non-financial
contractual obligation. The guarantees are generally for a period not exceeding 18 months.

The credit risk associated with these products, as well as the operating risks, are similar to those
relating to other types of financial instruments. Fees are recognised over the term of the facility.

Details of facilities outstanding are set out below:

At March 31,
1999 2000

(in Rs millions)

FiNANCIal QUAIANTEES. .. ... . et e et s et e et et et e e e e et e e e e e e eans 2,733 4,270
PerfOrmManCe QUAIANTEES. . ... . et et et e e et e et et e e et e e e e e e e e e 1,897 3,295
10 - | PPN 4,630 7,565

Estimated fair value of financial instruments

ICICI Bank’s financial instruments include financial assets and liabilities recorded on the balance
sheet, as well as off-balance sheet instruments such as foreign exchange and derivative contracts. A
listing of the fair value of these financia instrumentsis set out below:

Carrying Estimated Estimated fair Carrying Estimated Estimated fair
value fair value valuein excess value fair value value in excess
of /(lessthan) of /(lessthan)
carrying value carrying value
March 31
1999 2000
(in Rsmillions)
Financial assets 76,265 76,182 (83) 130,416 130,163 (253)
Financial liabilities 73,435 73,837 402 119,029 119,554 525

Fair values vary from period to period based on changes in a wide range of factors, including interest
rates, credit quality, and market perception of value and as existing assets and liabilities run off and
new items are generated.
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A listing of the fair values by category of financial assets and financial liabilitiesis set out below:

Particulars Carrying Estimated Estimated  Carrying Estimated Estimated
value fair value fair value value fair value fair valuein
in excess of excess of /(less
/(lessthan) than)
carrying carrying
value value
March 31
1999 2000
(in Rsmillions)
Financial assets
SECUNIES. .. ... v 3,963 3,963 - 4,709 4,709
Trading assets...........ccc.ceen... 15,822 15,822 - 28,228 28,228 -
Loans (Note1).........ccoverennnnn. 27,597 27,514 (83 47,016 46,763 (253)
Other financial assets (Note 2).... 28,883 28,883 - 50,463 50,463 -
TOtal .. 76,265 76,182 (83) 130,416 130,163 (253)
Financial liabilities
Interest-bearing deposits........... 54,963 55,365 402 82,785 83,175 390
Non-interest-bearing deposits..... 5,766 5,766 - 15,875 15,875 -
Trading account liahilities......... 418 418 - 1,922 1,922 -
Long-termdebt..........c........... 1,764 1,764 - 2,476 2,611 135
Other financial liabilities (Note 3) 10,524 10,524 - 15,971 15,971 -
TOtal ..o 73,435 73,837 402 119,029 119,554 525
Derivatives
Currency swaps (Note4)........... - - 12 - - 51
Interest rate SWaps................... - - - - - 39
Note 1:  Thecarrying value of loansis net of allowance for credit losses.
Note 2:  Includes cash, due from banks, deposits at interest with banks, short-term highly liquid securities, and
customers acceptance liability for which the carrying value is areasonabl e estimate of fair value.
Note 3:  Represents acceptances and other liabilities outstanding, for which the carrying value is a reasonable
estimate of thefair value.
Note4:  All customer positions are hedged by opposite contracts with the parent company.

The above data represents management’s best estimates based on a range of methodologies and
assumptions. Quoted market prices are used for many securities. For performing loans, contractual
cash flows are discounted at current market origination rates for loans with similar terms and risk
characteristics. For impaired loans, the impairment is considered while arriving at the fair value. For

ligbilities,

market borrowing rates of interest of similar instruments are used to discount contractual

cash flows.

The estimated fair value of loans, interest-bearing deposits and long term debt reflects changes in
market rates since the loans were given and deposits were taken.

F-25



3.11

3.1.2

3.1.3

3.14

4.1.1

51.1

6.1.1

ICICI BANK LIMITED
NOTESTO FINANCIAL STATEMENTSFOR THE YEARS

ENDED MARCH 31, 1998, 1999 AND 2000

Property and equipment

Property and equipment are stated at cost less accumulated depreciation. Generally, depreciation is
computed over the estimated useful life of the asset.

A listing of property and equipment by asset category is set out below:

At March 31,
1999 2000

(in Rs millions)
EqUipmeNt and fUMITUNE. .. ... ...oie e et et e e e e e e e et e e e een e een e 738 1,151
(= o1 2= Y0 T Q0T =S 308 52
Gross value of property and EQUIPIMENE. .. ... .c. et et i et e e e e e e e ee et e een e aee e 2,144 2,681
Less: AcCUumUIated dePreCiatioN. .. ... ... et een et et e eee e et et e e et e ve e e e e e et e eenn (383) (584)
Net value of property and eQUIPIMENT. .. ...... it ittt it et e et et e e ee e e aee s 1,761 2,097

Capital work in progress at March 31, 2000 include capital advances of Rs52 million (March 31,
1999: Rs 91 million). Interest capitalized for the year ended March 31, 2000 is Rs 16 million
(March 31, 1999: Rs 12 million).

Depreciation charge in fiscal 1998, 1999 and 2000 amounts to Rs 131 million, Rs 173 million and Rs
201 million, respectively.
Other assets

Other assets at March 31, 2000 include interest accrued of Rs 1,147 million (March 31, 1999:
Rs 662 million), deposits in leased premises of Rs 185 million (March 31, 1999: Rs 157 million) and
prepaid expenses of Rs 3 million (March 31, 1999: Rs 18 million).

Other liabilities

Other liabilities at March 31, 2000 include accounts payable of Rs 1,422 million (March 31, 1999:
Rs 1,121 million) and interest accrued but not due on deposits amounting to Rs 335 million (March
31, 1999: Rs 235 million).

Common stock

At March 31, 2000 and March 31, 1999, the authorized common stock was 300 million shares with a
par value of Rs 10 per share. At March 31, 2000 the issued common stock was 196.80 million shares
with paid up value of Rs 1,968 million. At March 31, 1999, the issued common stock was 165 million
shares with paid-up values of Rs 1,650 million.
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Restricted retained earnings

Retained earnings at March 31, 2000 computed as per generally accepted accounting principles of
India include profits aggregating to Rs 1,039 million (March 31, 1999: Rs 789 million) which are not
distributable as dividends under the Banking Regulation Act, 1949. These relate to requirements
regarding earmarking a part of the profits under banking laws. Utilization of these balances is subject
to approval of the Board of Directors and needs to be reported to Reserve Bank of India. Statutes
governing the operations of ICICI Bank mandate that dividends be declared out of distributable profits
only after the transfer of atleast 20% of net income, computed in accordance with current banking
regulations, to a statutory reserve. Additionally, the remittance of dividends outside India is governed
by Indian statutes on foreign exchange transactions.

Employee stock option plan

In February 2000, the Bank introduced its employee stock option plan wherein an aggregate of
1,788,000 options representing 1,788,000 shares were made available for grant to certain employees
and directors of the Bank and certain employees of the parent company. These options vest over three
years and have a maximum term of 10 years. Of these 994,250 options were granted to the employees
and 75,000 options were granted to non-whole time directors of the bank at an exercise price of Rs
171.90, which was equal to the quoted market value of the Bank's common stock on the date of grant.
The awards to non-whole time directors of the bank were forfeited and such options have been retired
from the plan. The Bank has computed and recognised compensation cost of Rs 40 million for
718,750 options granted to the employees of the parent company. This amount will be expensed over
the vesting period.

Had compensation costs of the Bank's stock based compensation plan been recognized based on the
fair value on the grant date consistent with the method prescribed by SFAS No 123, the Bank's net
income and earnings per share for the year ended March 31, 2000 would have been impacted as
indicated below:

For the year ended
March 31,2000
(Rsin millions, except
per share data)

Net income
ASTEPOMTEU. .. et et et et et et et e et e e et e e en e e aan e e s 1,402
Proformaunder SFASNO 123... ... ettt et et et e et et e e 1,401
Basic earnings per share:
Yy (oo 4 (o [P TT 8.49
Proformaunder SFASNO 123... ... e ittt et et e et et e e 8.49
Diluted earnings per share
YNy €= oJo (=" IO PP 8.49
Proformaunder SFASNO 123... ... e ittt et et e et et e e 8.49

The effects of applying SFAS No. 123, for disclosing compensation cost under such pronouncement
may not be representative of the effects on reported net income for future years.
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8.14 The fair value of the stock options granted was estimated on the date of grant using the Black-Scholes
option-pricing model, with the following assumptions:

For theyear ended
March 31, 2000

9.1
9.11

9.1.2

Expected lifein

=12 £ P

Risk free interest

FBEE. . e et e e e e et et et et et e e e e e e
Y20 - 11 1

Dividend

10.35%

3

30.0%

0.7%

Income taxes

Components of deferred tax balances

The tax effects of significant temporary differences are reflected through a deferred tax asset/liability,

which is included in the balance sheet of ICICI Bank.

A listing of the temporary differencesis set out below:

Deferred tax assets

Provision fOr [0 10SSES. .. ... ... v it it e e e e e e e e e e e
Non-funded ProviSioN..........cviveveiee e e v
Leave encashment..........ovuvveviiee e e e
Loan processing feeamortization.............cccoeevevnevennns
Unrealized loss on securities, availablefor sale..........co.ooii i e
[T £

Total AEfErred taX ASSEE. . ev vt e eit e et e et e et e et et e e e e e e e e
ValUation AllOWANCES. .. ... cou ittt e e e e e e et e et e et e e e e e

NS e (= (e e I e N 1o S PP

Deferred tax liabilities

Property and @QUIPIMENT. .. ... ... et et et et e et e e e et e e e e

Investments...............

Unrealized gains on securities, available for Sale............ooooi i e
AMOrtization Of SOfIWEAIE COSE ... . ie et et et e e e e e e e e e e e e een e
Amortization Of dEDt ISSUE COSES... ... .uu it it et e e e et e et e e e e e e e e
PErfOrMENCE BONUS. .. ... et cie e et e et e et e et e et e et et et e re e et e e e e e s
(0131 PPN

Total deferred tax ability. .. ... ..o e e e e e
Net deferred tax asset/(liability) .........coooiriin it e e e

LI ot = 0 P

At March 31

1999

2000

(in Rsmillions)

309

348

(187)
©)
(an
(12)
(©)

(€

(218)

10
120

303

Bwo

[

325

(277)

(11;
4
(18)
3

(313)

(14
26
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Management is of the opinion that the realization of the recognized net deferred tax asset of Rs12
million at March 31, 2000 (March 31, 1999: Rs130 million) is more likely than not based on
expectations as to future taxable income.
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9.2 Reconciliation of tax rates

9.21 The following is the reconciliation of estimated income taxes at Indian statutory income tax rate to
income tax expense as reported.

Year ended March 31,
1998 1999 2000

(in Rs millions)

Net income bEfOre taXes. ..o e 402 673 1,781
SEBEULOTY TBX FBEE. .. oo vttt et e et et e et e et e e e e et e et e een e een e 35% 35% 385%
Income tax expense at StatUtory taX Fale............uvecutieeinie e e e e eenane 141 236 686
Increase (reductions) in taxes on account of

1NCOME EXEMPE FIOM TAXES. .. ..u e et et et e et et e e et et e et eee b e e (30) (81) (340)
Effect of change in Statutory tax rate............oveeeie it et (15) - 6
OENETS. .. e et e e e e 8 15 27
Reported iNCOME taX EXPENSE. .. ... .uivt it i ittt 104 170 379

9.3 Components of income tax expense

9.3.1 The components of income tax expense are set out below:

Year ended March 31,
1998 1999 2000

(in Rs millions)

L 3 203 300 266
[D1C = 4 = I TP (99) (130) 113
Total iNCOMELAX EXPENSE. ..o ittt et eee et e eee et e 104 170 379

10 Earnings per share

10.1 Alisting of earnings per share is set out below:

Year ended March 31,
1998 1999 2000
(in Rsmillions except per share data)
Basic Fully Basic Fully Basic Fully

diluted Diluted Diluted
Earnings
NEt INCOME .....oeeiiiii e e 298 298 503 503 1,402 1,402
Shares
Weighted average common shares outstanding 162.08 162.08 165.00 165.00 165.09 165.09
Dilutive effect of stock options outstanding _ - _ _ - 002
Total 162.08 162.08 165.00 165.00 165.09 165.11
Earnings per share 184 184 3.05 3.05 8.49 8.49
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Segmental disclosures and related information

Segmental disclosures

ICICI Bank’s operations are solely in the financial services industry and consist of providing
traditional banking services, primarily commercial lending activities, treasury operations and retail
banking activities. ICICI Bank carries out these activities through offices in India. Operating
decisions are made based upon reviews of the Bank’s operations as awhole. As aresult, ICICI Bank
constitutes the only reportable segment.

Geographic distribution

The business operations of ICICI Bank are largely concentrated in India. Accordingly the entire
revenue assets and net income are attributed to Indian operations.

Major customers

ICICI Bank provides banking and financial services to a wide base of customers. There is ho mgjor
customer which contributes more than 10% of total revenues.

Commitments and contingent liabilities

ICICI Bank is doligated under a number of capital contracts. Capital contracts are job orders of a
capital nature which have been committed. Estimated amounts of contracts remaining to be executed
on capital account aggregated to Rs 6 million at March 31, 2000 (March 31, 1999: Rs 62 million ).

Lease commitments

ICICI Bank has commitments under longterm operating leases principally for premises and
Automated Teller Machines. Lease terms for premises generaly cover periods of nine years. The
following is a summary of future minimum lease rental commitments for non-cancelable |eases.

Mar ch 31, 2000
(in Rsmillions)

2003.. 144
2004 158
LTS 1 PP 350
Total MiNiMumM 1€aSEe COMMIEMENTS ... ... it et e et e et e et e e e e e e ee e et ee eanaans 1,076

Various tax-related legal proceedings are pending against ICICI Bank. Potentia liabilities, if any,
have been adequately provided for, and management does not estimate any incremental liability in
respect of legal proceedings.

Related party transactions
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13.1.1 ICICI Bank has entered into transactions with the following related parties:

m  The parent company;

m  Affiliates of the Bank;

m  Employees Provident Fund Trust; and
m Directors and employees of the group.

13.1.2 Therelated party transactions can be categorized as follows:

Banking services

13.1.3 ICICI Bank provides banking services to al the related parties on the same terms that are offered to
other customers.

13.1.4 Therevenues earned from these related parties are set out below:

Year ended March 31,
(in Rs Millions)
1998 1999 2000
Parent COMPANY ... e e e et e e e et e e e et e s et et e e e e e e e 15 12 24
AFHAIESY L. e e e 5 4 6
TOtAl ..ttt e e e e et e 20 16 30

(1) Comprising ICICI securities and Finance Company Limited, ICICI Brokerage Services Limited, ICICI Capital Services Limited, Prudential
ICICI Asset Management Company Limited and ICICI Venture Funds Management Company Limited
13.1.5 ICICI Bank has paid to the parent company interest on deposits and borrowings in call money markets
amounting to Rs 105 million, Rs 125 million and Rs 261 million in fiscal 1998, 1999 and 2000
respectively. Similarly, interest paid to affiliates on deposits and call money borrowings amount to Rs
3 million, Rs 20 million and Rs 49 million in fiscal 1998, 1999 and 2000 respectively.

13.1.6 ICICI Bank paid brokerage to ICICI Brokerage Services Limited amounting to Rs 1 million, Rs 2
million and Rs 3 million for fiscal 1998, 1999 and 2000 respectively.

Leasing of premises and infrastructural facilities

13.1.7 ICICI Bank has entered into lease agreements with the parent company for the lease of certain
premises and nfrastructural facilities to ICICI Bank. Total amount paid as rent for 1998, 1999 and
2000 is Rs 20 million, Rs 7 million and Rs 36 million respectively. Similarly, during the fiscal 2000,
ICICI Bank paid Rs 5 million towards lease rentals on certain equipment leased from the parent
company. ICICI Bank has also paid interest of Rs 4 million to the parent company for capital
advances made by the parent company for purchase of equipment.

Acquisition of premises
13.1.8 ICICI Bank purchased premises from the parent company for Rs 532 million in fiscal 1998.

Derivative transactions

13.1.9 ICICI Bank enters into foreign exchange currency swaps and interest rate swaps with the parent
company on a back to back basis. The outstanding contracts at March 31, 2000 ae cross currency
swaps amounting to Rs 3,829 million and interest rate swaps amounting to Rs 800 million.
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Expenses for services rendered

ICICI Bank paid Rs 1 million, Rs 1 million and Rs 2 million in fiscal 1998, 1999 and 2000 to the
parent company for use of the parent company’s employees. ICICI Bank also paid Rs 10 million in
the year ended March 31, 2000 to ICICI Infotech Services Limited for use of the employees of ICICI
Infotech for information technology services.

Receipts for services rendered

ICICI Bank has received Rs 6 million in fiscal 2000 from the parent company for use of its
employees. The Bank has receivables of Rs 11 million from ICICI PFS Limited, Rs 1 million from
Prudential ICICI Limited and Rs 1 million from ICICI Capital Limited as reimbursement of
expenditure upon the representatives of these affiliates.

Share transfer activities

ICICI Bank has paid Rs 3 million, Rs 6 million and Rs4 million in fiscal 1998, 1999 and 2000
respectively to ICICI Infotech Services Limited for share transfer services provided by them. The
Bank has paid Rs 6 million in fiscal 2000 for DEMAT services provided by the above affiliate.

Other transaction with related parties

ICICI Bank has advanced loans to employees, bearing interest ranging from 3.5% to 6%. These are
housing, vehicle and genera purpose loans. The tenure of these loans ranges from five to twenty
years. Further, ICICI Bank has advanced loans at 16% to employees for purchase of its equity shares
at the time of the public issue. The balance outstanding at March 31, 1999 and March 31, 2000 was
Rs 138 million and Rs 221 million respectively.

During the year ended March 31, 2000 ICICI Bank entered into an agreement with ICICI Personal
Financial Services Limited for availing telephone banking call centers services and for performing all
the transaction processing services for the credit card related activities. The amount paid during fiscal
2000 for these services was Rs 3 million and Rs 28 million respectively.

ICICI Bank sold certain investments to Prudential ICICI Asset Management Company Limited and
booked a gain of Rs 3 million during the year ended March 31, 2000. As on March 31, 2000 ICICI
Bank has investments in the mutual fund schemes of the above company amounting to Rs 700 million.

The balances pertaining to receivables from and payable to related parties are as follows:

Parent Affiliates”
company

(in Rsmillions)

At March 31, 1999
ACCOUNES PAYADIE ..o et e et et e et e e e et e et e et e e e e e e e 3,081 217

At March 31, 2000
ACCOUNES TECEIVADIE. .. .t et e et e e e et e et e et e e e et et e et et e een e eenane e 1 -
ACCOUNES PAYANIE ... .. ettt et et e et e et et e et e e an e 3,503 1,514

(1) Comprises ICICI securities and Finance Company Limited, Prudential 1CICl Asset Management Company Limited, Prudential
ICICI Trust Limited, ICICI Infotech Services Limited, ICICI Brokerage Services Limited, ICICl Personal Financial Services
Limited, ICICI Capital Services Limited, ICICI Venture Funds Management Company Limited, ICICI Properties Limited and ICICI
Home Finance Company Limited.
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Capital adequacy requirements

The Company is a banking company within the meaning of the Indian Banking Regulation Act, 1949,
registered with and subject to examination by the Reserve Bank of India.

ICICI Bank is subject to the capital adequacy requirements set by the Reserve Bank of India, which
stipulate a minimum ratio of capital to risk adjusted assets and off-balance sheet items, at least half of
which must be Tier | capital. Effective March 31, 2000 the Reserve Bank of India has increased the
minimum capital adequacy ratio to 9%. The capital adequacy ratio of the Bank calculated in
accordance with the Reserve Bank of India guidelines at March 31, 2000 and March 31, 1999 was
19.64% and 11.06% respectively.

Future impact of new accounting standards

In June 1998, the Financial Accounting Standards Board (“FASB”) issued Statement of Financia
Standards (“SFAS’) No. 133, “Accounting for derivative instruments and hedging activities’ (SFAS
No. 133). In June 1999, the FASB issued SFAS No. 137, “Accounting for Derivative Instruments and
Hedging Activities — Deferral of the Effective Date of FASB Statement No. 133,” which delayed the
effective date of SFAS No. 133 to fisca periods beginning after June 15, 2000. As the derivative
activities of ICICI Bank are not significant, the future impact of SFAS No. 133 on the financia
statements of ICICI Bank is unlikely to be material.

Year 2000

To date, ICICI Bank has not encountered any material Year 2000 issues concerning its respective
computer programs. ICICI Bank’s plan for the Year 2000 included replacing or updating existing
systems (which were not Year 2000 compliant), assessing the Y ear 2000 preparedness of clients and
counterparties and formulating a contingency plan to ensure business continuity in the event of
unforeseen circumstances.

Previous year’s figures are regrouped and reclassified, where appropriate.
For and on behalf of the Board of directors

HN Sinor
Managing Director & CEO

Uday M Chitale
Director

G Venkatakrishnan Bhashyam Seshan
Executive Vice President & Company Secretary
Chief Financial Officer
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2.2

4.1

EXHIBIT INDEX

Description of Document

ICICI Bank Articles of Association, as amended (incorporation by reference from ICICI
Bank’ s Registration Statement on Form F-1 (File No. 333-30132)

ICICI Bank Memorandum of Association, as amended (incorporation by reference from
ICICI Bank’ s Registration Statement on Form F-1 (File No. 333-30132)

Deposit Agreement among | CICI Bank, Bankers Trust Company and the holders from
timeto time of American Depositary Recel ptsissued thereunder(including as an exhibit,
the form of American Depositary Receipt) (incorporated by reference from ICICI

Bank’ s Registration Statement on Form F-1 (File No. 333-30132)).

ICICI Bank’s Specimen Certificate for Equity Shares (incorporated by reference from
ICICI Bank’s Registration Statement on Form F-1 (File No. 333-30132)).

ICICI Ltd. Employee Stock Option Plan (incorporated by reference from ICICI Bank’s
Annua Report on Form 20-F for the year ended March 31, 2000 filed on September 27,
2000).
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